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PREFACE 
Tb© presont study Is an attempt to analyze India's rapidly 
increasing trad© with the Soviet Union and other Fast European 
Countries and its role in her economic development* International 
trade played an instrumental role in the development of the 
peripheral areas of Britain through the enormous increase in the 
demand of British economy for primary products of the underdeveloped 
comitrles and the foreign prlvite capitali attracted toy trad© 
opportunities, found in them- _ 
The favourable relationship of trade and growth disappeared 
after the f i rst World War due to the inelastic demand of the 
advanced countries for the primary products of the underdeveloped 
areas and the restrictive trade policies adopted by them. Fost 
of the underdeveloped countries became independent and their 
developmental needs substantially increased their import require-
laents over the export proceed^which regained stagnant. Consequently 
the underdeveloped countries faced chronic trade deficits in 
their balance of paysents and acute foreign exchange problems 
compelled them to seek new markets for their exports. 
The persistent foreign exchange problems and the immediate 
need of financing her programme of industrial development, 
coi>pelled India to explore new markets for her exports. The 
soviet Union and other East European Countries were found 
good markets as they were looking forward for developing their 
trade relations with the developing countite^ l^lke iidia because 
11 
of tbelr developmental needs. They purchased substantial 
quantity of our traditional products in rctun for the capital 
goods and equipment they supplied to us for our programme of 
industrial dev^elopment, fhey also provided adequate assistance 
in establishing some industrial plants and building up goae 
power stations . Rscently, they have p&rchased considerable 
quantities of other manufactured goods and have thereby improved 
the employment opportunities in our industries. Moreover, India's 
trade with these countries is bilateral and the payments are 
made in Indian rupees which enallile her to save large amount 
of foreign exchange. The growing trade with this area has mostly 
been in favour of India and conducive to her economic development. 
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Ifessrs, Akbar All Siddlql and Anwar Afeawtd who helped a lot 
in comparing the typed script. 
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I N T R 0 D If C T I 0 N 
INIKOroCTlON 
The rapid growth of India's trade with ths Soviet Union 
and other East European Countries draws one's attention to its 
India's rapidly growing trade with these countries in the 
context of the relationship of growth through trade. In 19th 
century, the international trade played a crucial role in 
promoting the economic development of 'new' countries, 
well-endowed with the favourable socio-economic advantages. 
The growth was transmitted from Britain, to her'peripheral* 
areas through the enormous increase In the demand of Britain 
for the primary produces of these countries and huge foreign 
private capital invested In them. The significance of such a 
pattern of growth through the export of raw materials and 
food stuffs has practically disappeared since the i?lrst '/orld 
War due to the progress of technology in the advanced economies, 
changes in the structure of their demand for the primary products 
of underdeveloped countries, devslopm-^ nt of synthetic 
substitutes,increasing protection for domestic agriculture and 
the restrictive trade policies adopted by them. 
The economic growth of the industrially advanced countries^ 
did not help the production of primary products of the under-
developed coungries by increasing their demand for them. Their 
demand for primary products is income Inelastic and tending 
to decline. Consequently, the underdeveloped countries faced 
11 
serious foreign exchange problems In the prooess of Industrlal-
Izat^lon. The la^ort requirements of the underdeveloped countries 
In order to finance their programmes of Industrial development 
exceeded the export proceeds which had remained stagnant and 
they faced a chronic def icit in thoir balance of payments. These ' 
trends In World trade compelled the underdeveloped countries to 
search for new avenues for their exports. The centrally planned 
economies were at such stage of their development that they 
were In need of developing trade relation with the underdeveloped 
coilntries and therefore, the trade between the two blocs has 
increased to a considerable extents 
India also occupies a prominent position frora the developing 
countries so far as the trade of the developing ^ d the centrally 
planned economies is concerned. Persistent foreign exchange 
problems and deveiappental needs compelled India to seek new 
markets for her exports of crude products. The Soviet Union 
and other East European Countries because of their economic 
necessity purchased an increasing quantity of our traditional 
products and also some of the products from the new units set 
up. They have also provided adequate assistance in establishing 
-the some steel plants and building up some power stations. 
India»s trade with these countries has expanded strictly on 
the principles of equality of trade partners, their mutual 
benefit and avoidance of discrlralnatolry measures as far as 
possible. 
» 
India's trade with these countries is being carried 
on through the conclusion of bilateral trade and payments 
ents are made in terms of inconvertible 
agreem-^nts. Paymnt 
lii 
Indian rupees Ti^ lch has enabled India to save enoraous amount 
of foreign exchange and use I t for financing har economic 
developm^t. The increasing export of our traditional products 
to the Soviet union and other East European Countries has helped 
India to stablize the prices of her traditt4na41products in the 
traditional markets or at least avoid a decline. Moreover, 
the radpidly rising demand of these countries for sophisticated 
goods new being produced in India has strengthened the industrial 
base and improved the employment opportunities in our engineergin 
and manufacturing Industries• 
The contention of the critics that India's trade with the 
Soviet Union and other East European Countries is not advantageous 
to India has been examined in teitas of the possibilities of 
Bidla«s trade expansion with this bloc without entering into 
bilateral trade and payments agreements, prices of esgiorts we 
are receiving from and the prices of imports we are paying to 
them, terms of trade and the expansion of our trade with these 
cotmtries at the cost of our traditional markets. The unit 
values calculated of our exports to and Imports from the Sdrviet 
Union-major trade partner from this bloc via-a-vlz to advanced 
countries of the world do not support the arguments given agaisat 
the rapidly increasing and frui t ful India's trade with these 
iiUUJ^ 
countries. Tems of trade calculated has also^found to be In 
favour of India. 
The substantial expansion in India's trade with the 
Soviet Union and other East European countries, the economic 
necessities of both the trade partners and their increasing 
Iv 
demand for our engineering and other manufacturing products 
make It logical to concentrate on the background of India's 
trade with these countries. And, as India's trade with this 
bloc is becoming increasingly conducive to her economic growth 
the possibilities of further strengthening our trade relations 
with these countries have to be explored. 
C H A P T E R 
IMPACT OF TRADE ON EC0NC3MIG GROWTH 
aHAgm 1 
IMPACT OF SHADE OH EGOHQMIQ QE01>@H 
advatieed <3ottntrl@@ of th@ w r M s t i l l adhere to an4 
their nattooal teonoaie policies atid wry considerably 
influenced by their experiences in regard to the crucial role 
played by 19th centuxr world trade in promoting the economle 
development of "new" countries.^ But the empirical studies 
have now made 4t obvious that the 19th century trade which 
has been considered as an "engine of growth" was the product 
of certain peculiar circumstances prevailing at that time and 
the trade between the "eantre" and the "peripheral" areas| in 
those days, was being expanded on account of the®. These days, 
the newly emerging doctrines which are deteraining the trade 
relations between the high and low income countries must be 
realised in order to make the international trade relevant to 
the rapidly changing real world and the reotulrements of primary 
producing countries*^ Concentrating on this point as a 
decisive force an attempt wi l l be made here to trace the 
s i ^ f icance of trade in the development of world economies 
particularly in the development of underdeveloped countries l ike 
India* 
.1. Nurltse,R "Patterns of Trade and Development ".Oxford* 1962. p. 13* 
2. Sir Robertson,D.H "The Future of International Trade"BCQnomic 
ilf March 1938, p.5» Reprinted in American Economic Review 
the Theory of International Trade"* 
jrournal*  
Association I "iteadings in 
ffl.aiclston Co,19'»9fP»501. 
3. Mew Qireotions for World Trade jProceedings of a Chatham 
House Conference, Bellaglo,0xford,196^,p*2^ 
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The olassicaX trade theorists took the growth of vorld 
econoales for granted, they concentrated mlnly on engaging 
the attention of the countries in the specialization of those 
products in irtiich they possessed comparable advantages and 
advocated relying upon the self-operating monetary mechanlsia 
for eliminating the fluctuations vhlch take place In order to 
make the esctertial demand conditions un&^ r ourable.^ According 
to the assumptions of the/oconomlsts» this results when the two 
countries, previously Isolated, come to an agreement for making 
the optlmiaa use of their resources by re-allooatlng for 
Increased specialization* International trade was helping the 
development not only of the peripheral countries but also the 
leading dynamic centre* For instance, In England at the time 
of Hcardo when the margin of cultivation was being extended to 
the h i l l sides into poorer and poorer land, the struggle for 
food would have retarded the pace of industrlallaatlon going 
2 on in Britain and In some parts of the western Europe* 
But the 19th century world tradewhich pi jyed a v i ta l 
role as an economic activator was not merely the result of 
the optimum allocation of given resources^ on the lines of 
comparativ® advantages. In that process, there existed some-
thing more which was inherent in i t and working for transmitting 
the process of economic growth from the advanced cdntre to the 
Oxford, 196 ,^ p. 9. 
1» yiner,J 
' 
2. Hurkse, H, Op»clt»^ pp. 13-1^. 
3. Robertson, D.H#, ; 
. 3 « 
new countries of the world^ and i t enabled the underdeveloped 
countries to make improvements in their existing resources* 
xrils exoeedingly significant aspect of the 19th century 
expeifence of world trade which accelerated the pace of the 
development of underdeveloped countries was by and large 
2 
ignored by the classical trade theorists, "frade was an engine 
of growth tmnsmlssion as well as a means of improved alloca* 
tion of existing resources. The classical trade theory 
derived a great deal of prestige from the brill iant record 
of 19th century trade ^d development, even though i t paid 
l i t t l e or no attention to an essential aspect of that 
experience I namelyi the d;yiiaiBic spread of economic growth 
through trade. 
In 19th century world trade was being dominated by 
Britain which accounted for one-fourth of the world trade 
in 1860, Between 1815 and I81V the population of Britain, 
inspite of large imnfiigration, increased only by about three 
timesI but the Increase in i ts real income and the volume of 
1. Nurkssi E* Op«clt«, p. 
2m there was however an exception in Adam Smith whose 
«vent for surplus" whose theory of international 
trade emphasised thia aspect* 
3. Ibid. 
. I f . 
imports was nearly ten and twenty times respectively.^ Moreover, 
while the ratio of imports to the national income was merely 
12^ In the beginning of the 19th eentur^ri i t Increased by about 
2 
JO** in its latter part. The historical accident of the 
Industrial Eevolution also occured in Britain before i t did 
in other countries of the world^ and as the British economy 
had limited resources and synthetic production was also unknownt 
i t had **to grow outwards" and there emerged the true pattern 
of the classical exchange of manufacturing goods for food 
stuffs and raw-materials of less developed countries* the 
industrialisation in Britain facil itated the transmission 
of growth from the British economy to the countries of 
temperate regions through the enormous and steady increase 
in Britain«s demand for primary products in which they 
enjoyed comparative advantages and were thus well-endowed 
for their production^ A number of local factors Induced by 
trade in these countries were absorbed on account of the 
expansion of profitable production of the primary commodities 
for export, and the Increasing earnings from exports were 
1* Ibid., p. ih. 
aobinson, B.A.G.»»The Changing Structure of the British 
Bconomy" Economic Journal, Sopteraber Although the 
face of growth of British economy declined after 1870 but t continued occupying an Important place in the inter-
national economy until the eve C world War I* See Kurkse,E. 
(footnote) p. 15. 
3. United Nations, Trade and Development(Hew york,196^^), 
Vol. I I , p.7. 
Ibid. 
. 5 « 
•f 
used for financing the essential Imports of capital goods 
whieh arsated the hase for I' dustrial deireiopment in th« new 
countries of the world. 
The increasing British demand for the primary products 
of underdeveloped countrled did not onV encourage the 
production of these eoaraiodities but also Induced the outCLow 
of capital m^ skilled labour from Britain to the underdeireloped 
countries,^ fhe traditional pattern of '"growth through trade" 
is most easily discernible in the interaction of t9th century 
British development with that of the •Regions of recent 
settlement'*^ The countries of this group similar in nature, 
yielded a large success to attain a high rate of growth 
thix>ugh the exports of primary products which were being 
demanded in large quantity by Britain and the private foreign 
investments induced in these countries by the prospects of 
earning relatively high profits by trade. 
fhe British demand for primaiy products was mainly 
confined to the new countries and most of the British capital 
invested abroad went to them* For instance, the share of 
1. Robinson, a, "Factor proportions and Comparative Advantage 
Quarterly Journal of Economics, Auifust 19^6, p. 361* 
Hurkse,E*, Op.cit., p. 
3. HilgerdtjStolk, who termed the perepheral countries as the 
'^regions of recent settlement** included in i t Canada, 
Argentina, Uruguay, South Africa, Australia and New Zealand, 
He excluded United states from this group of countries as he 
considered i t a big trader and producer i t se l f and i t was 
helping the growth of the less developed countries in the 
same way as the Britain, l^ urkse has, however,emphasised 
that U.S. also substantially belonged to the group of new 
countries, of .NurlisejH. ,p.15. 
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these eountrlss in Britalsb In^orts vas only about 8 per cent 
in the middle but i t increased to some 18 per cent at the 
end of the 19th century- Conaequently» a substantial amount 
©f British oapi a l flowed Into these countries^ Ifs the year 
1870 is taken as determining the geographical distribution 
of apitlsh oapltal invested abroad, we find that the share of 
the countries of temperate latitude increased rapidly from 
about 10 per cent in 1870 to nearly per cent in I t 
i s ia j^oartant to note that these figures do not Include the 
trade with and the exports of British capital to the United 
States ti^ose shai!© in l^itish imports of primary products as 
well as the ej^orts of British capital had been constant 
during this perlod# Howoverf there was a very considerable 
increase» in the early years of 19th century, in the trade 
and the outflow of British foreign private capital to the 
It Nurkse with the assistance of Br«Eobert M«Stern prepared the 
percentage distribution of British imports by countries of 
origin which can be understood from the following tablet 
m t s i im-u 
United States 19 19 
Other^new^countriesCa) o I8 
Industrial Europe (b) 21 23 
A l l other areas 52 ^Q 
Tdal I w W T 
(a)Oanada,Argentina!SoutiTATrlea,Australia 1 New Zealand* 
(b)GermanytFrance 9 Itlay, Belgiumi Netherlands, 
S:>ureei Murkse»R, op.clt*,p#16. 
2» The total amount of British capital invested abroad increased 
from some £1,000 million in I870 to about £^ ,^000 million in 
1913* The percentage distribution in the different parts of 
the world may roughly be indicated as followst 
» .conti . . . 
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United States for vhloh no reliable statist leal data is 
available. 
Thtt3» the Inducement for the outflow of British oapital 
to the primary producing aoimtries was la response to British 
detaand for the primary products. The new countries were given 
special favour by the flow of capital as well as the rise In 
demmid for their expoz^s of crude products* This phenomenon 
was inter-linked and private foreign Investment was more or 
less induced by the growth In demand for essential foodstuffs 
and raw materials. But I t is interesting to note that .this 
inter-dependent phenomenon was not closely related with 
regard to timing. For instance, in l880»s there happened to 
be a large flow of British capital while the trade in primary 
goods was depressed. It, as a matter of fact, was carried on 
in expectation of long run expansion of demand in the Industrial 
centres for the raw materials whose supply was being Increased 
contlnously.^ 
The economic growth thus achieved was essentlallvy 
cumulative In nature on account of the close relationship 
United States 20 20 
Other"new»»countTle3 10 
Burope 50 5 
Al l other areas 20 30 
Total 100 
Sourcei Nurk8e,E.0pc.clt.,p.17* 
1. Ibid. 
• 8 . 
b«tw©on the laoreaslng damand fop the ppioary products of the 
new Countries and the resultant foreign Investment In them* In 
those areas where natural resources were abundantly available, 
British capital was attracted In large amounts and was efficient* 
ly utilised for augmenting the exportable surplus, fhe demand 
for exports alone Is of crucial Importance and Is a favourable 
factor for improving the terms of trade. ^  Even i f i t doas 
not help to make the terms of trade favouriible, i t serves the 
purpose Indirectly, It earns a variety of goods in exchange 
and facil itates the production by bringing capital and l^our 
in line where these economies possess comparative advantages^ 
Moreover! the Inflow of foj^elgn capital into the peripheral 
countries, which was in response to the vigorous demand for the 
primary products,played a v i ta l role not only in increasing the 
exports but also in helping in building up the "infra-structure" 
which was essential to the expansion .of domestic activit ies, 
attention was, in particular, being paid to the Hallways in 
order to make transport easier and cheaper.^ 
But, so far as the ecunomic growth of now advanced 
cotuitrles is concerned, the trade and Investment relationship 
was not the main factor responsible for their rapid economic 
growth; there existed a number of locally available favourable 
factors which helped the phenomenal growth of their economies. 
1. Ibidj p. 18 see also United Nations, "Msasurea fo r the 
Sconomic Development of Underdeveloped CountriesNew York, 
1951, p. 73. 
2. Nurkse, E. op.cit . , p. 18. 
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These count ries did not pass through fdudallsta partly because 
of soolal relations In 18th century Blngland but mainly because no 
Indigenous manpower was available for the settlers to exploit*^ 
In economies like the United States, Canada, Sweden and Japan 
the pre-condltlons for accelerating the rate of growth had 
already been established. Foreign inveatment and rapidly 
Increasing exports wore then able to play a significant role In 
supporting what Professor Rostow has called the '^take-off'* Into 
sustained growth,® 
r^rshall and Bobertson termed a l l the old countries 
(In Europe) and the new countries (over seas) as the World's 
"Industrial Workshop" and the "granaries" respectively. But 
they Ignored "the exotic countries, the «outsiders* namely 
f ^ 
India, China, Tropical Africa and Central America*' which were 
untouched by both the expansion of export demand as well as the 
k 
flow of foreign Investment. In these countries, which have now 
become the "problem" countries In development economies, trade 
and capital were both active In certain sectors of their 
economies resulting In a "dual econotoy", that is to say that 
there existed a fu l ly developed export sector mainly serving the 
interest of the metropolitan states^ along with a primitive 
1* See Ignacy,Sachs,"Foreign Trade and Economic Development of 
Underdeveloped Countriea"New D0lhl,196?,p.29.See also Celso 
Fartado,"Oma Economlca Dependente",Rio de Janeiro,1956.He 
rightly pointed out that the main difference between the 
economic development of Brasil and that of Australia at the 
end of 19th century was that Braail had a sizeable reserve 
in Indlgnous labour force In the pre-capltalistic sector and 
therefore there was no incentive towards increasing the labour 
productivity in agriculture sector. K.Bo^^rll remarks that where-
as In the countries of low wages the expansion of exports 
continues keeping the enclaves in existence,in the countries 
with high wages|the export expansion loads to industrial devel-
opment. See his "International Trade and the Hate of Economic 
- to • 
domestic econol»y. The economic deveXopment through trade and 
Investment vas of a completely lopsided character due to the 
unfavourable socio-economic conditions prevailing In these 
countries. It should therefore be obvious that trade and 
Investment do not promote the economic growth of the country 
I f the domestic resources are Inadequate and the socio-
economic conditions are not favourable3 Inadequate savings and 
lack of an ef f ic ient and diversified structure are the salient 
features of these econcnales which, In turn, " minimize the 
Incentives for eoonc^lc change, vSakness entrepreneurial 
motivation and limit labour mobility*'. 
contl. 
1. aostow.W.W. »^he Take-Off Into S©lf*Sustalned Growth** 
Economic Journal(March 1950)» PP* and 
2« Nurkse,H,Qp.olt.,; p. 18# 
3» Calrncross.A.K. "International Trade and Economic 
DevelopmentIn Sxpanslon of World ^rade and the 
Qrowth of National Economies, ed# Weckst®ln,R-.S* New York, 
1968, p, This article was originally published 
in K^los, x n i (i960), pp. ^5-58. 
if, Hyrdal, Q, "An Intern itlonal loonomyCLondon, 1956), pp. 
too and 178. See also his "Sconomlc Theory and Under-
developed Heglons, pp. 57-59• 
1. Kylnt,H. "The Sains from International Trade and the 
Backward Countries" jEievlew of Economic studies,Vol. 
XXIII, No.58, (195^55)» p . lM. 
2. See Meier,G.M.^Iwternatloaal Trade and International 
Inequality," in Expansion of World Trade and the Growth 
of National Scorjomles, op.clt.p, 89. 
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Thus, British capital Ignored the tropical countries 
and was mainly directed to the temperate regions which have 
been the main granaries of the world and are now industrially 
advanced* They enabled Britain to undertake her huge 
programme of Industrialisation by making available raw materials 
and food| and thus reiiK>ved the food crisis that was. the worry 
of Malthus* Ihdeedf i t was the mXn object and achievement of 
British capital export# 
I t seems surprising to note that in spite of an enomous 
exparjsion in world pTOduotion in 20th century, trad© has growi 
at considerably by lower rate. For example, during the period 
1928 to 19^8, the volume of world trade increased by 57 per cent 
whereas th© espanslon in International trade during the 
period 1880 to 1913 and 18^0 to 1880 was 170 per cent and 270 
p 
per cent respectively. This slackening In world trade may 
partly be attributed to the irapid growth of production in a 
country l ike the United States whose relative weight in world 
production is greater than in trade. Bven i f the United States 
had aaitained i ts own relatively low import ratio to national 
product, the phenomenal rise in the U«B« share In world output 
would have reduced the average ratio of world trade to world 
production. In fact, Americans own import ratio declined 
and i t further contributed to the already existing wide lacuna 
1* It excludes Soviet bloc. 
2. Nurkse,H»05p.olt. p» 19» See also Professor Ohlin,B. 
••International Economic Reconstruction, 1936,p. 29, 
and Imlah,i^.l.**Sconomlc Elements in the Fax Britannlca 
studies in British Btoreign Trade in the 19th century 
(Cambridge, Massi 1958,pp.96-98). 
- 12 -
in world tradi to the world production*^ fQr the widening 
uneven ratio of international trade to world production, partly 
the commerolal policy taut mainly t)M ohmges In the Internal 
proportion of world trade are responsible. Before 19t^i the 
export of primary goods expanded more rapidly than the export 
of manufacturing products In spite of enormous Increase In their 
production. In the mld-aoth century we find that exports of 
food and raw materials are lagging far he^ .nd the export of 
laanufaeturing products, fhere exists a steadily widening gap 
between the exports of developing countries and their import 
2 
renulrements and debt servicing charges. although world trade 
esipanded from per cant during the second half of the 1950'S 
to 6 per cent between 1960 and 1966^  - the share of underdeveloped 
countries in International trade steadily declined fro® 31*2 
per cent In 1950 to 19»1 p r ce^t in 1966. Howeveri the true 
picture is obtained, I f the petroleum producing countries are 
excluded as they are enjoying a petroleiaa boom In 20th century. 
Excluding the o i l exports, the decline over the same period was 
from per cent to a l i t t l e over per cent.^ On the other 
hand the share of advanced market economies in world trade 
Increased fro® 461 per cent in I950 to 70 per cent in I966. 
1. Kurkse|B.p.20. 
2. See I.I.F.!r.«UNG'XAD-n,A step forward?How PQlhl,1968,p.7. 
3. Ibid., 
Ibid., p. 7 5f Ibid. 
- 13 -
and about 52 per cent ot world trad© In 19^ 6 was among the 
developed tnarket eoonosles which was equal to nearljr three 
fourth of their total trade.^ In contrast to the intra-trade 
among the developing countries in 1966 declined to ahout 3 
per centI accounting for only 16 per cent of the total trade 
2 of the grou;i as a whole. 
The adverse moveTaents in the ternis of trade of develop-
ing countries have aggravated the problems arising out of the 
slowly expanding exports of these countries. We find that 
%ost of the underdeveloped countries are saddled with a 
basket of traditional export goods the prices of which 
have been lagging behind".^ J^rdal explaining the reasons 
for "too low" a price for the primary products of under-
developed countries, has supported the prebisch-Singer thesis 
that the terms of trade between the developed and under* 
I 
developed countries have always moved against the primary 
producing countries, fhe .isonopolistic elements in their 
product and factor markets enabled the advanced countries to 
keep the benefit of their technological progress in the fona 
of increasing income of the factors of production; in under-
developed countries the increase in productivity have always 
been distributed in price reductions.^ Recently, the loss 
1. Ibid., 2. Ibid., 
3. ^rdal,G."An International lcJ7nofny,"p.231. 
if. F5yrdal,©.0p.cit. pp.232-33; See also his "Economic Theory 
and Underdeveloped Seglona^fpp.^Z and 53,Singer,H. W* "The 
Distribution of Gains betveen investing and Bwrrowing 
Countries," American Sconomic Heview,May,1956,p,V7850.S.Eoo. 
Commission for latin America(Prebisch,R),"The Economic 
Development of Latin America and its Principal problems", 
(Kew York, 1950),pp.8 and 10. See also tJ.N. Department of 
CO t i . 
• 1)+ . 
ineurred by tha underdeveloped countries owing to ttie un-
favourable terms of trade has been nearly $2«2 bi l l ion^ieh 
ia equal to one-fifth of the annual net flow of capital into 
these countrlea froia a l l sources in the years 1961-65.^ Moreoveri 
the total outflow of capital from the developed market economies 
as a percentage of their gross national product declined from 
0.87 per cent in 1961 to an estimated 0,63 per cent in 1966. 
As is obvious from these figures, the trading between 
the developed market economies and pristiary producing countries 
is (jujite unbalanced. The advanced countries of the world are 
the best customer® for each other. The major part of the 
e3)^ort of non-industrial countries goes to the matured economies, 
fhey have l i t t l e trade with each other as a result of their low 
purchasing power and low productivity."' In shaip contrast, 
the exports of the advanced countries to each other are far 
greter than their exports to developing countries. Thus, the 
primary producing countries are facing a steadily widening gap 
in their export 8arnin;5s over Import re<iuirements and, therefore, 
certain necessary remedial measures have to be evolved in order 
to promote their export along with their basic objective of 
economic growth. 
Gonti.. 
Economics Affairs,Relative Prices of Exports and In®orts of 
Underdeveloped Ooun|ires"Hew York, 19 *^9,pp.7 & 13-2V; Lewis 
W.A. "World Production, Prices and Trade,I870-1960", 
Manchester School of Bconomic and Social Studies,May,191^2,p.II8 
1. I . I . f . T . , C^.cit. p. 8. 2m Ibid., p. 9 
3. Nurkse,H. C^.cit., p. 22. 
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Nov the advanced eooncaaies are, unequlvoqably,making 
r^pid progress but the growth is not being transmitted through 
increasing their demand for the primary products of under 
developed countries at an adequate rat@» The failure of 20th 
century vorld trad® to proffiote the economic development of 
these countries Is at-trlbutable to some indentifiable social 
and technological changes;^ (a ) the composition of industrial 
production In the advanced countries has changed in fa»our of 
more complex goods such as engineering and chemicals which 
require relatively small amounts of raw materials supplied by 
primary producing countries; (b) the Incoiae elasticity of 
demand for many of the primary products is low. With t he rise 
in income in the advanced countries the consumption pattera 
has shifted towards the goods produced with lower Import 
2 
content; (c ) agricultural productivity has steaf i l y increased 
and largely affected the import of primary products; (d) large 
economies have been achieved in the Industrial uses of natural 
1. See Khan,M«S**'IndlB*s Economic Bevelopment and International 
Economic aelations," New Delhi, 1966, p. 39,See also Hew 
Directions for World Trade, op.clt . , p» 213, 
2* Ibid., Hurkse, Is right when he sa s that,"There is no doubt 
that the opening up of trade can bjing very sigeable gains to 
to a primitive econoniy, but is there anv guarantee that trade 
alone there after cause a rate of gro\^h that can be regarded 
as satisfactory In the light, for Instance,of population 
increase at home or the living levels prevailing abroad? 
There Is no such guarantee, especially i f the export products 
%rhlch the comparative-advantage principle forces a country to 
produce face an external demand whlch(a)ls generally Inelastic 
with respect to price; and(b)what may be more important shows 
only a sluggish rate of incx>ease In total volume. Granted a l l 
the advantages of international spec1allsat ion,there remains a 
possibility of dead look and comparative 8tagnation'*See his 
"Bquillbrlum and Growth in World Bcono!ny",Gambrldge,Mass,196l, 
p. 253-
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resources; and (0} they ha^ re succeeded in reducing more and 
more coi-tont of primaiy products required by Introducing synthetic 
and other fflan-made substitutsg. fhese developments in the advanced 
countries have limited the opportunity of less developed countries 
to export labour-eaibodylng products in competition with the 
similar goods produced in advanced countries by capital intensive 
techniques. The assumption that the production of the goods, 
depends upon certain specific combination of inputs, has been 
found untrue. For instance, rice which is produced in Burma 
with labour intensive techniques wi l l have to cfcapfete with the 
rice produced in the United States with capital intensive 
techniques.^ The main problem arises when the developed countries 
start producing substitute goods. The nylon-rope vrtiich is being 
produced in the advanced countries with capital intensive 
techniques has replaced the manlla rope in its a l l uses since the 
latter is produced with labour intensive techniques. 
The underdeveloped countries have suffered a tremendous 
logs in their export share in relation to the output and income 
of the industrial world. For example, the export of the primary 
producing countries since the 1920*s to the Cnlted States of 
America and Western Europe decli*/ed from 3.5^(per cent to less 
1. See "Expansion of World Trade and The Growth of National 
Economics,op.c i t j p. 8. 
2. Ibid. 
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than 3 per cent^. Moreover, again, I f the o i l producing countries 
ar© l e f t out of account the decline in their ©j^ort is higher 
i . e . , i t diminlahed to per cent, ibr the United States alone, 
the ratio of imports to gross naitional product reduced from about 
$,7 per cent in tho period 1896-191^ to 2.97 per cent in 
Again against tMs there was enormous expansion in the 19th 
century British imports of crude products from the peripheral 
countries. Professor SchultB rightly pointed out that the demand 
for the ioport of primary products has remained far behind the 
growth of the American Bcononar.^  However, I t is a natural tendency 
in industrially advanced countries which make a huge investment 
in i^search and development that the growth of synthetic 
h substitutes and a series of innovations taking place diminishes 
the content of Imported raw materials needed for the production 
er 
of manufactured goods .S im i l a r teadencies are working in ifestem 
Europe.^ 
1. B.C.S. Sconomlc Survey of Europe, 1957, Olmpter I1ir,p»6. 
2. Lederer,W."Major Developmenfcs Affecting the United States 
Balance of International Payments",Heview of Iconoialc and 
Statistics, May,1956,p.18^. 
3. He says that "We ejciiiln the slow Increase In consumption of 
primary products in the United States in terns of the income 
elasticity of ddmand. Put in its simplest terms.the demand 
scheduled has shifted to the right at a rata which has exceeded 
only a l i t t l e the growth of population,a mere than doubling of 
per capita ral income has added only about one-sixth to the demand 
for primary products..on the supa^y side,we infer that enough 
additional output has bee.-: forth-coming to satisfy the increase 
in demand at about the same..(relative)supply price except in 
the case of rorest products."See his paper on "Economic Prospects 
of Primary Products," pr sented under the auspicies of the 
Xntematloaal Economic Association,iUo de Janeiro,August, 19|^. 
Khan,M»s. op.cit . , p. 39. 
5. Murkse,R'»Patterns of Tradd and Development*»,p.2'f. 
6. Cairn cross, A. K. and Faaland, J "Long-Term Trends in Europe's Trade," 
Economic Journal, March, 1952, pp.26-27. 
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The slackening of Qiqports from the underdeveloped 
countries has been attributed to factors working on the dsinand as 
well as on the supply side. Nurlcse pointed out that the wide gulf 
existing between the developed-markat economies and the under-
developed countries is mainly due to the slugish expansion in 
external demand for the primary pro^mta of these countries,^ 
Caimcross suggests that the growth of primary products in the 1fth 
century was not simply' the result of rapidly expanding demand 
from the British economy} i t mainly originated from the Internal 
resources available in those countries and they were able to 
o f fer large savin iS to their European trading partners tn order 
to deter them from the production of primary goods. Therefore, I f 
the internal organisation Is disrupted and enough capital is not 
avaia^able the underdeveloped countries are frequently discouraged 
from making optljQUia use o f their abundant resources and the supply p 
is limited. But this was true only In the case of the new 
countries "sriiich wore well endowed with a l l necessary complementary 
resources and are now industrially advanced. The exports of 
primary producing countries like India and Indonesia with high 
population, low capital and low productivity are adversely affected 
when they redirect their resources to subsistence production for 
local needs,^ Furtherf the in ernal limiting factors were reactaons 
1. Nurks©,R., qp.cit.j p.25. 
2. CalrncrosSjA.K.BInternational Trade and Economic Development", 
op.clt. , p. JSee also i-feir, op.cit j p. 95* 
3. Myint,H."The'Classical»Theory of International Trade and the 
Underdeveloped Countries,", Economic Journal, June, 1958, 
pp 325 and 331. 
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to the ralatlvely unfavourable demani condltims for primary 
products and served protecting the terms of trade of the under-
developed countries as the deraaaid for the primary products was 
not merely expanding slowly but also" to be pr&Be-inelfiStlc in 
the lower ranges of demand schedule".^ 
The factors, stated above, which illustrate the peidstent 
sluggishness in the expansion of 20th centui7 external demand for 
the primary products of underdeveloped countries explicitely 
signify the unbalanced pattern of international trade between 
countries at different stages of economic growth. A wide gap is 
existing between the developed-market economies ^ d the under-
do -aeloped countries of thd world and the gap continues to grow 
wider in spite of a large amount of ^apical transfer In the forai 
of loans and grants to and an increasing volume of exports in 
o 
absolute terms from the underdeveloped countries. Obviously,the 
success of the process of economic grovrt;h necessitates an overall 
internal transformation of the country. But in view of the 
paudtty of necessary resources in these countries and their weaker 
position in trading relatlorn,they are not benefited to the required 
extent. The 19th century pattern of growth through trade was 
altogether different and i t played a significant role in transmitt-
ing growth from the British economy to the group of recently settled 
and predominantly rich countries} many of them are now industriali-
sed or well on the way to industrialization. This took place 
1. See Nurkse,R,p. 26. 
2. The ?oluti^  of exports from the leas developed countries during 
the period 1928 to 1956 increased by about 25> per cent. See 
ff.AfT.T, Index 1956,(1928=100). 
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through the vigorous expansion In British demand f o r the primary 
products of these countries. Moreover, the trade was extremely 
helpful in the sense that i t provided (a) comparatively advantage-
ous employment to any increases accruing in the domestic labour 
force and capital stock; (b) opportunities attracting idle 
resources into the productive activit ies required for the purpose 
of exports} and (c ) adequate inducement for the inflow of forelga 
p r l v t e capital to these countries. Al l these favourable 
tendencies led to a large expansion In capital and improvement 
in the techniques of production which acoeler'.ted the rate of 
their economic gK>wth and constitute a pattern of "growth through 
Trade". This was the peculiar feature of 19th century International 
trade between the centre and the outl/4ying areas. 
The economic atmosphere of Irt eitiati .nal trad© has changed In 
the 20th century^ and the ••mechanism of growth transmission Is 
2 
now in comparatively low gears The continuously existing lag 
In the export of primary products of the less developed countries 
offers an adequate explanatljon for the discour-^gement of foreign 
private capital In those countries^. In such circumstances,when 
1. Hicks,J,R,"An Inaugural Lecture," Oxford Economic papers,June, 
1953, p. 130. 
2. Hurkse,R. p.27. 
3. The o i l producing non-Industrial countries are excluded from 
this group as the pefelfoleum-boom product of 20th century,has 
enjoyed a large expansion In the world demand and induced enorm-
ous investment of foreign private capital mainly from United 
States. Though, these countries bear certi.n common features 
with those of new countries of 19th century but in vl-jw of 
basic differences In their Internal structure, the temperate 
regions are s t i l l more important and Inte^pesting Illustra-
tions of trade and development relations. 
- a l -
most of the productive activities of the world are concentrated 
in a few advanced countries, the Idea of "symmetry, reciprocity 
and mutual dependence" appears toUnapplicable so far as the 
trade between the high and low Income countries is concernsdJ 
The problem arises of makigg use of an increasing capital and 
labour force and as no useful results are ejpected from the 
application of these Increasing productive resources in the 
primitive sector, i t becomes indispensable to evolve suitable 
measures which would ensure that the maximum benefit from trade 
goes to the underdeveloped countries and that certain new patterns 
f>nd openings of trade are established in order to promote the 
growth of primary producing countries. 
The most a ^ porpriate alternative for the solution of the 
growth problems of underdeveloped countries is the dlversifldatlon 
and industrialization of their economies, taking Into considerat-
2 
ion the rate at which their productive resources increases. 
BSioug^  capital fomation wi l l be created out of the process of 
economic development and would adequately absorb the increasing 
rosources. The underdeveloped countries do en^ Joy ceratain 
"established" comparative advantages in the production of primary 
1, It does not mean that the growth through trade Is merely 
attributable to the 19th century. It slklll to play a v i ta l 
role in the transfomation of the economies of less developed 
countries. But as the demand of advanced countries for the 
primary products, with the exception of petroleum,is relatively 
lagging far behind, i t diminishes the importance of growth 
through trade and does not o f fer attractive opportunities for 
expansion in underdeveloped countries. 
2. Harrod, H.F."Towards a I^ ynamic Economics,",19^,p.8. 
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products and therefore the programas of industrialization neither 
neces fcates any abandoRraent nor any contraction In the export of 
these goods. It rather favour an increase In their export to the 
extent that their external demand rises. The prohlea In these 
coanfrrles is due to low "Inoremental** comparative advantage^ afld 
an optimum allocation of the rising productive resources Is a 
central problem of dynamic trade theory. 
As such^ the primary producing countries should engage in 
the production of manufacturing goods and start exporting them in 
addition to their ea^jorts of primary products. Professor V.A. 
Lewis Is right when he says that i t is an appropriate alternalPive 
solution suitable to those countries which have abundantly avail-
able cheap labour not only In relation to capital but also In 
relation to land. Moreover, I t is "ar/ nature,! and economic 
development thot relatively poor countries with high population 
densities like India and Hong Kong should expArt cheap labour-
intensive manufactures In order tt> import food stuff l ike wheat 
from developed countries such as Australia, Canada and the tJnited 
p 
States which are rich In land ana capital". 
1. itt-ownj/uJ." IfidustrializJition and Trade," London,19^3, 
pp. 5-6. 
2. See "Trends in Infiematlonal Trade 8 A Report by a Panel of 
Experts(Professor G. Haberler,J.Meade,R de Ollvlera Campos 
and J.Tlnbsrgen), G.A.T.T.,Geneva,October, 1958. 
- 23 -
The underdeveloped countries feiave ample scop® for expanding 
their exports of cheap manufactured goods and by making certain 
©^Epsfidlturss In research the export of light engineering and 
electror.lc goods can also be Increased as they have a low capital-
output ratio. ^  The theory of factor proportion In intern at irjial 
trade based on tho pioneering work of Heckshher and Ohlln also 
strongly supports the view that Incremental comparative advantage 
of densely populated countries with inadequate natural resources 
l ies In their Increased exports of simpler and cheaper manufactur-
ing consumer's goods. They could, given favourable market condltlong 
displace the high cost pup l ier In the developed countries who 
would be shifting to higher and more rewarding lines of productive 
2 
activities. Further* the expansion of exports of less developed 
countries would be in the interest of advanced countries. The 
underdeveloped countries lacking resources would be able to 
purchase capital good needed for their programme of planned economic 
developaent from industrially advanced countries* Therefore, the 
revenue the low Income countries wi l l be able to earn by selling 
their products to the ddvancod countries would immediately be spent 
on the capital goods from them.^  On the other hand, I f the advanced 
1. Khan, M.S. Op.cit., p. 39* 
2. Iblds p . ^ . See also Gasoline Mies, "The Market for ^Manufactures 
of Underdeveloped Countries" In New Directions for ^ I d Trade, 
op.cit. p.115* Also stG G.A.T.T.'•Basic Instrumants and Selected 
Documents," 10th Suppl.(Geneva,1961),p. 29. 
3. See New Directions for World •'•'rade, p. 29, 
- -
countries did not piiovlde a market for the goods which can nor© 
cheaply be produced in th© under developed coiinfcrlee, they would 
lose the opportunity of earnlrjg ®or« profit by Incroaslng tbeir 
export of capital goods* ^he oost"^^ them of maintaining a high 
degree of sGlf-sufficioncy in sugar, textiles and the like would 
fee a diminution in their exports of engineering goods".'' 
I f this programme is iapleniented, the underdeveloped countries 
would be able to achiev® their deslrad goal i . e , high rate of 
economic growth and consequently favourable terms of trado. How-
ever, numerous problems are faced by these countries in promoting 
their exports of raonufacturing goods to the developed markfet 
economies • On the supply side, undoubtedly, labour supply is 
abundantly available and is also relatively cheap, but i t is not 
cheaptr for the purposes of industrialization -utoen the labour 
force.is ^i l l i terate, unskilled and indisciplined". The theory 
of factor proportions was very particular In emphas^ng th® qiMillty 
aspect of labour as a factor of production. Just as we find 
that in the deserted areas of the world end ?Barahes along the 
ISquater plentjr of land is there but Is of no use. In the same way, 
we should be cautious in making inferences regarding the relative 
cheapening and plentiful availability of labour in an over-
populated country. I t can, however, bemacie cheaper by rising i t 
to a "minimum level of economic efficiency",^ But the history of 
©cononiic development of now advanced countries reveals that the 
1. IbidJ p. 29. 
2. Khan, M.S. op.clt . , p i l l Kurkse,R.op,cit.p» 
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ci*0ation of a labour force suitable to the production of manufact 
-ured goods required an enomoua expenditure on the part of the 
GoTerntfisnt in social over heads such as education and health* 
ExpejTditure on social over-heads is usually neglected but I t is 
Important to note that the development of human capital is an 
iiidiapenslbie condition for the successful execution of a programme 
of econoiaic development.^ 
Eqaall/ fonaldable obstacles are to be faced on the demand 
side arising out of the restrictive commercial policies of the 
advanced countries. The success of growth through Industrializat-
ion for export depends upon lenient trade policies of developedst 
countries which cannot be relied upon with certainty. Generally 
speaking, a nuaber of problems are raised in the advanced 
countries In reaction to the imports of manufacturing goods from 
the low-income countries. I f the existing producers In the 
advanced countries start Insisting upon a fixed share of the 
mark t for the crude products aa a protective measure of their 
commercial policy, then the new entrepreneurs in the underdeveloped 
countries wi l l be uncertain in regard to the demand for the 
produce they tend to supply. And the fact that the export of 
simple kinds of manufacturing goods such as textiles, can have a 
place In the mark'st of advanced countrios, by displacing the higher-
cost producers thora, w i l l instead become a persistent source of 
"trouble, resistance and frustration"^, i^^ hlle the suppliers in 
1. Bauer , "Ec imomic Analysis and Policy In Underdeveloped 
Coun r les," London, 1965* 
2, Hurkse, H., p. 39• 
•J A 
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the underdeveloped countries are merely making use of thslr one 
advantage which hardlyi as has been made obvious by the empirical 
studies of International organisations, makes them effective 
competition in the market of industrial countri0s» Stronger 
protests are uiade when the low-wage competition products are 
given protection by providing export subsidies as,an aid to 
infant industry and, I f , they start adopt Ing relntively measures 
<j 
the scope of the protection wi l l also be limited* 
Although the advanced econonies have soma economic jjustifica-
tion for giving protection to their domestic cSsumer-goods 
industries owing to th® low mobility of labour and wasteful un-
employment it^lch are adversely affected by th© low-wage competition j> 
goods imported from the underdeveloped countries, they, now 
possess more comparative advantages, can purchase from cheaper 
sources and are able to divert their scarce taan-power Into higher 
wage and productivity. What has been found is that when i t affects 
their immediate comforts, they fee l i t troublesome and do not 
care for affording the cost. It is unfortunate ttant in spite of 
the fact that the American economy, like the West European,is 
moving in the direction of more rewarding activities i ts trade 
policy has accepted the prevention of imports Inimical to the 
internal consumsr-goods indust ^ies as one of i ts essential tasks^ 
and it has retarded i;h© rapid shift in the American industrial 
structure In tha direction of the production of goods requiring 
1. VlneriJ* op.clt., pp, 57-58. 
2. Haborler,G "Survey of International Trade Theory", 
Princeton, 1955» P* 
3. Nurkse,R. p. M . 
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higher sk i l l . I f the export of primary products face price 
inelastic desand and the success of the e x p o r t o f thetr manufact-
uring consumer-goods depends "on a high degree of ii ternal 
mobility and adaptibility In the older industrial oo»ntrieB|« 
om of the altema^Jire reiaaias for the® is that they should expand 
industrial output for domestic eonsuaptlon, seek co-operation and 
Increase the liitra-trade among theraselves which would near 
regi nal economic development. 
Indu3t2?ialtSatloR for the homo market, l . e , import substitut-
ion is easier In the sense that i t docs not have to depend upon 
the policies of advanced countries because the goods are produced 
under the shadow of restrictive import* It would also enable 
these countries to escape from the ^Immeserlxlng growth"*^ iwhlch 
means that the growth of productive factors would lead to stagna-
tion i f they were put to the existing export sector where these 
countries enjoy certain comparative advantage. This results from 
the unfavourable external demand conditlonii for primary products. 
But the high income elasticity of consumer's demand in underdevelop 
-ed countries, which means that the workers employed there tend 
to spend their income lumedi .tely on purchases of goods and servi-
ces in order to f u l f i l their requirements, 4lfecesstates a 
complementary advance in agriculture. It should, however, be 
accompanied by internal saving*" of money which would otherwise 
have been spent on consumption goods leading to inflationary 
1, See the two remarkable palers by Bhagwati,J 'Immeserlsslng 
Growths A Geometrical J?ote'»(Eevi3W of Economic Studies,Vol.XW, 
Ho.3f June, 19?3)tand"Int@rnationai Trade and Economic 
Bxpanslon'HAmerlcao Bconoraic Hevlew,Dec.1958). 
2. See K3iaBi,M.S.op.clt.,p.38. **We should not forget of course, 
conti.. 
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pressure* Iii imderdeveloped country» a small Increase In 
!ija!t«factiiring would require a relatively larger aTajOability of 
food i .e . I improveiaent in farming, whl q In the high Irjcome count-
ries a small Inorease In agriculture is l ikely to support a 
greater increase In the development of ciaiiuracturing products. 
Thore^'ore, the underdeveloped countries cannot affort to miniralSQ 
their agriculture. Their economies have a ''natural agricultural 
base" which also Mcomes important due to rapidly increasing 
population^. Moreoveri in these coun ries an increase in output 
Is even necess ry for making a shift to cost reducing techniques • 
as distinct from the investment undertaken for expanding the 
manufacturing goods. Al l this takes place because of the high 
income elasticity of consumer's demand in the prlmnry producing 
countries and as such the doctrine of "Balanced Growth" should be 
conceived as a means of promoting the over-all economic growth of 
underdeveloped countries. Certain price incentives through 
suitable f iscal measures and some other restraints would be 
re-quired "for promoting increases in output that are diversified 
in accordnnce td.th domestic income elasticities of demand so as 
to provide markets for each other locally, In contrast to output 
expansion for export, which is specialized in accordance with 
international comparative advantage",^ They would be substituting 
capital goods for the import of conaumer goods and thus enhance 
the rate of growth of their economies. It would, also faci l i tate 
••.that import restriction on consumer goods cannot leid to a net 
increase In capital formation without an increase in saving", 
(c f.Kurk»e,R.p.^,footnot e ) . 
1. Meier,O.M.op.cifc., lu 
See •Stability and Progress In the Wo-ld Economy',ed by Hague, 
^Efi^ -London. 1958. p. 58. 
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the creation of product.iva capacity, and, in course of tlmejtbe 
Int-srfjal market would also to^ enlarged. After a certain proit,the 
uaderdeveloped counurlss yould also start producing goods of more 
quality for export without displacing the existing enterprisers 
In the de^relopedi countries. fUe rapid economic development of the 
coiantitles of temperats regions took place not largely due to the 
displacement of each other's existing producers i t mainly resulted 
fi-om rapidly expanding demand -for the growing varitiea of industrial 
products. .J'apan has been quoted as an example which can be copied 
by a number of underdeveloped count ies for attaining efficiency 
aad self-reliance in the procsess of their economic development. 
Japan now reached such a stage of development that i t has 
started eaiporting to tha United States products like engineering 
and optical goods'* without facing the obstacles which came in the 
way of eaqperting teactiles to the American Market. I t has been found 
2 
th«3t Japan in the begin'ilng imainiy relied upon the domestic market 
for industrialisation. The internal demand for industrial con-
sutier goods largely increased because of remarkable progress In 
agrlcAltural productivity.^ 
I f , however, the mobility of resources, particularly of 
Increasing resources, is accepted, a different apnroach is 
1. KurksQjH. p. 
2. Lockwood,W.Vl, "Xhe Economic Development of Japan; Growth and 
Structiural Change, I868-1938", Princeton, 19?^fPP 309 and 369. 
3. Johnston, B.F. "Agricuitux^l Productivity and Economic Develop, 
merit in Japan," Journal of Polit ical Economy, i)ec,19S»1« 
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possible. The balance of payments problems ore solved, through 
worsening the terms of trade.^ I t results from the changes made 
In the price adjustment eigher bringing about a reduction in the 
exchange rate of through the "gold standard" meohanism, i . e . , 
reducing the domestic price level. Import restrldtions may be 
preferred on the ground of terms of trade but certain unused 
opportunities in the optimum tar i f f direction wi l l exist and this 
wi l l be useful from the point of view of economic development, A 
proper allocation of resources wi l l be needed Induce 
.adversely effecting tenis of trade induce such movements in the 
production and in the allocation of Inci^islng rosources which 
In the long run reveV^ the unfavourable change taking place in 
the terms of trade. " I f , for instance, a devaluation restores 
the payments balance but causes for the present" a worsening in 
the terms of trade, in the longer run factors wi l l respond to the 
change in the price relations toy moving from export to import 
competing Industries. This movement need not disturb the balance 
2 
but wi l l at least tend to repair the terms of trade". 
In this way, the problems of payments which is faced In the 
short run because of adverse changes in the external demand 
becomes a terms of trade problem in the medium run and eventually 
a problem of economic growth in the long run. Changes in external 
demand have a crucial influence on the direction of growth. 
1. See Hicks, J.R., "An Inaugural Lecture, "%ford Economic 
Papers, June 1953. 
2. Hurkse, R. p, 60, (footnote). 
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The most fortunate are the countrle which en|oy a vigorous demand 
for those )|>roducta In which they enjoy comparative advantages and 
can specialise. They can advantageously employ their Increasing 
stock of productive resources and are able to import a variety of 
goods needed for their programme of economic development. Similar 
was the view expressed by the U.N. experts in the Report on 
Measures for Sconomic Developm nt of Underdeveloped Countries. For 
example, " foreign trade policy should be tested not onity whether 
I t Is more or less autarohiC| or creates more or less diversifica-
tion, but by whether I t leads to a situation here wll things 
considered, nothing is jproduced at home which could in practice 
be bought abroad for a smaller quantity of resources and vice 
versat nothing Is bought abroad which could be produced at 
hom^with a smaller quantity of resources,".^ 
Thus, the choice in regard to the kind of industrialization 
goes in favour of the importance of keeping the general level of 
ta r i f f down and as exports are really the "Joker in the Pack" the 
underdeveloped countries should concentrate on the development 
of industries on a long-term competitive basis. But as the trade 
among the countries of more or less equal per capital income and 
high consumption pattern is greater than trade among the countries 
with large differences In Income, the successful implementation 
of this policy requires t a r i f f reforms and abandonm^t of the 
Most Favoured Nation principle in order to eliminate discrimination. 
1. United Nations, op.cit . , p. $7* 
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To deal realistically with these problems, the PreMsch preferen-
t i a l trade proposal as a logical extension of the infant industry 
argument in 196^  United Nations Conference on Trade and Development 
is of consldeicable importance. The developed countries should 
reduce the tar i f f on the import of manufactures and semi-
manufactures from the low-income countries to a level which would 
be below the ta r i f f applied on the imports from other advanced 
countries.^ The most favoured nation principle should be given 
up in order to promote the economic development^all underdevoloi^ed 
countries. Any policy such as this which has the ef fect of 
increasing the export from these countries would have an additional 
ef fect of Inducing a flow of foreign private capital in response 
to the extra profits and new trade opportunities. I t would also 
enable them to earn more foreign exch'-inge to purchase capital 
goods for the construction of new productive capacity gnd absorb 
the Increasing resources. It is a major advantage of export 
oriented strategy that i t is likely to contribute to the capital 
supply rather than as the import substitution policies to discourage 
/ 
the foreign private capital in the underdeveloped countries. 
The picture of world trade with which we condlude Is one of 
change. I f trade was an engine of growth during the t9th century 
the progress of technology in the developed market economies and 
the consequent reduction in their demand for the primary products 
1. Prebisch, n, •Trade Preferences" in Expansion of tforld 
Trade the Growth of National Economies,", op.cit . . 
pp 213-1^. See also '*m?(3TAIX.II A Step Forward,", op.cit., 
p. 278. 
- 33 -
imported from the underdeveloped coimferlea, has reduced the signi-
ficance of growth through the export of raw materials and food 
stuffs. More problems are faced due to the Increass in th« 
productive factors which cannot advantageously be employed in 
the primary goods sector, whose external demand is price inelastic 
and slowly expanding. Thenew trade policy should mean the 
developrarnt and encouragement of manufacturing industries embodying 
a larger supply of labour. It requires a complenB ntary policy 
on the part of the advanced countries to accept the cheap manufact-
uring products, revising their ta r i f f structure, providing an 
1 creasing volume of financial assistance and granting certain 
preferences to the goods imported from the low-income countries. 
It would enable these countries to earn foreign exchange which 
would in turfi, be spent on the import of essential capital goods 
required for financing the programme of their economic development. 
I f this were implemented, there would be an enormous flow of private 
foreign ca.)ital in the underdeveloped countries in response to 
new trade opportunities and the pattern of growth may, in this 
way, well exceed the Internfetlonal trade of 19feh century as an 
engine of growth.; 
C H A P T E H I I 
THE POTENTlAli ROLE OF THE SOVIIST UNION AMD OTHSa 
EAST BOROPEAK GOaKTRISS IN THS GROWTH BROBLEM 
OF THE DEVELOPING COUNTRIES WITH SPECIAL 
RSFSiENCE TO INDIA 
up to the First mrM has some notable ef fects 
upon the growth of the developing oountrles hy proiaoting the 
development of their primarj goods in vhioh they enjoyed comparative 
advantages. The foreign exchange receipts were enough to pay for 
the debt as ve i l as the it&ports of consumer goodsBut after the 
war, the economic growth of the industrially advanced countries 
did not help the production of food stuffs and raw-materials by 
increasing their demand for these products of fefee developing 
countries* Consequently^ the per capita income in mostly of the 
2 
so-called dependent countries remained stagnant* The discrepan-
cies in economic growth betw een these two groups of countries 
variously described as industrial-preindustrial , developed - deve-
loping, the rich and the poor, continued to be wider and the 19th 
century trade which pla/ed a prominent role in the development of 
the primary goods of the developing countries lost i ts significance. 
1. Sea Pateli J* Surendra, ** Prospects of Trade betw een the 
Developing and tbe Socialist Countries, •« B^oreign Trade 
Review, I . I .F.T. April-JUne, 1967, Vol« I I , 
2. Ibid. 
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The post Sesond M^rM Har period la dominated two 
in^oi^ant eventst (a) most of the colonial countries attained 
independence and aspired for an accelerated rate of groirth wfaicii 
has been reflected ^ s^stantial amounts of Investment undertaken 
ojr thea for their industrial deTelopaienti and (b) the eia&rgence 
of centrally planned econoaios on a Itorld scale because of their 
rapid economic devalopaeiit*^ the trad© and econoai® relations 
which were aliaost negligihl© in the pre-var period between the 
centrally planned and the developljig economies have risen to a 
significant level since 
Imports of capital goods required by the developing 
countries in order to finance their s^bitious prograsBses of 
ecoROBiic de^lopisent exceeded their ezpoH proceeds and created 
»^chronic balance-of-payments di f f Icult ies»• for them.^ Ihe export 
proceeds of these countries have been a f^m saris factory, for 
iostancey while the current value of vorld ei^orts rose from 
$ 33 bil l ioa to $ 186 bill ion between 1928 and 1965t the eacports 
of (teveloping countries over the same period increased merely fi?om 
$ 9*7 billion to $ 36*7 billion* The share of* the developing 
countries in world exports declined from 28 percent in 1928 to 
20 percent in 1965*^ The declihe in the exports of the developing 
countries is even higher^ i f f however, the exports contributed by 
the pertoleum and mineral producing countries are considered 
separately, These two group s accosted for approximately 53 pereen 
1* Pateli ^.s. op, c i t { 
2f Ibid. 
3* See If.N. European Economic Commission, »'Europe and The Trade 
Seeds of the less lleveloped Countries,'* in Economic Survey 
of Europe, I96O, chap. V, p* 1. 
Fatel, op* cit| p.3* 
5. Ibid. 
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of the growth of exports from the developing countrlefi between 
1928 and f96V and for over 70 percent between 1952 and 196V.^  
fhe ramainlng countries which account for nearly 90 
percent of the population of the developing countries have 
increased their combined e;i^orts from S ^ bil l ion in 1928 to 
bil l ion in 196^ *, i » e . only ^ percent. th& per capita 
foreign exchange earning in these developing countries which 
includes mainly| ^rgentlna» Burffia» Ceylon, Xndiat Indonesiai 
Pakistan and the Is only a l i t t l e over $ 7 i«hil® in the 
petroleum producing countries I t Is over $ 2 0 0 T h i a means that 
the imports of the advanced countries have declined because of 
soise Important changes in tho structure of their demandi low 
income elasticity of (island for the primary productsi protection 
for domestic agriculture and synthetic substitutes, t^ls develop* 
k 
ment has created a ** built-in«tendonay« that Is to say that the 
main ^gains'* from the trade are being distributed in favour of 
the petroleum producing countries which account for a very small 
population. Hence, the problem is not onlj^ ^ t^he highly undistribu-
ted "gains" from trade between the developed and the developing 
countries but also among the developing countries df the liforld 
themselves* 
Thus, the developing countries which have been termed as 
"problem" countries In develofnent economics are facing serious 
1. Ibldf p«3« 
2. Ibid. 
3. Ibid! p. 
h. Ibid. 
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foreign exchange ppobleias In the process of their Industrial-
llzatlon« The demand of the developed countries for their primary 
products incc»Be Inelastic and tending to dedllne* The more gains 
from trade are going In favour of the petroleum producing countries 
These trends In world trade compelled the underdeveloped countries 
to search for nev avenues for their exports. The centrally planned 
economies paxtlcularly the Soviet Union and the other East lurop* 
•h 
ean Countries were In need the expand their trade with the under* 
developed cotmtrles because of their economic necessity* The trade 
between the tvo bl^clcs therefore! Increased to a considerable 
extent» During the 10-years period the export of the 
less developed countries to the centrally planned economies 
Increased from $ 530 million In 1955 to million In 1960 
and to S 2|815 million In 1965* The l85)orts of the developing 
countries from the centrally planned economies Increased toa 
much greater extent. They Increased from $ 630 million In 1955 
to $ 1tMf5 million In 1960 and to 3,290 million In 1965* 
The more Important Is the export of both manufactured 
and semi-manufactured goods to the countries of the Bastem 
Europe. The e:q?orts of these goods have Increased at a faster 
rate than those of primary products. For Instancei they vere 
negligible In 1955 but Increased to $ 192 million by 1962 and 
$ 558 million In 1965-^  Equipment and machinery formed a substan-
t i a l proportion of the exports of the 0.S.S«H.t the major trading 
1. See »• OHGTAD I I , A Step Forward," op cltf p. 201. 
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partner from this bloG» vhloh tha underdereloped oountrles were 
requiring largely in order to meet their developjjiental require-
ments* fhe i!^ort of these products was also Important in the 
senee that the export proceeds of the developing coimtrles were 
lower and foreign assistance was also not meeting their require* 
ments* 
fhis has at least been found true In the case of aulnea» 
t)i«A*Es Oeyloni Burma^  India and the Sudan. The Soviet blocts 
share of these countries trade turnover rose toa maximum of over 
ifO percent in fhe economic credit supplied by the Soviet 
Union and the Slast European countries also played an important 
role in these countries* Fi f ty percent of the machinery and plant 
exported from the tJ*S«S«B. to the less developed countries were 
financed by such credits* The largest trading partners of lussla 
in 1962 from the developing countries were India ( total trade 
turnover $ 307 million)| lsr#A.a.,($ 170 million)j Bra2il($ 6? mlllioB 
and MalayslaC $ million-mostly rubber). The main attraction 
of trade with the Soviet union and the Bast Buropean countries 
is the greater continuity and avoidance of price fluctuations 
which is made possible by long term trade agreements. 
Since the mid-f i f t ies, the Soviet IMlon and the Bast 
European countries have attained a prominent position in World 
trade. Their share in world trade In 1962 amounted to 11 percent.^ 
1. See Arnold. H.J.P. « Aid for Development; a Pol i t ical and 
Sconomlc Study.** London, 1966, p. 199* 
2. Ibldj p*201, 
3# tJnited nations. Trade and Development, (Hew Xork, 196M.), 
?ol. H , part I , p» 172. 
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but th© share of these countries In the world indiustrial output 
in 1958 was about 27*2 percent^ and in 196^ i t aiaounted to nearly 
'p — 
30 percent as against merely 5 percent share in the worM 
industrial output in the twenties.^ the per capita trade turnover 
of the Soviet Union and other East European countries during the 
period 19^062 inoreased at a faster rate than that of west Europe 
and the United States* Wot exmple^ the share of these countries 
in world trade increased from 7*3 percent in 1950 to 11 percent 
in 1962, as the value of their trade turnover increased over the 
period by 285 percent oompared with the world-trade expansion of 
150 percent 
Although the absolute level of trade between the Soviet 
bloc and the developing countries is s t i l l low the relative expan-
sion in their trade has been of considerable assistance in solving 
1. Ibldj p. 172. 
2. Patel, op, c i t j p.5* 
J. Ibid. 
The growth of per capita trade turnover in the Soviet 0nion, 
Other Bast Buropean countries, Vtost Germany, U.K. and U.S.A. 
might be stated in the following tables 
(Value in Current U.S. dollars) 
19^ 1955 19^2 19^ 1955 1962 
Bulgaria 35 6$ 19^ W. Ger ^ +9 238 1*69 
Csechoslovakia 122 170 308 U.K. 300 378 hk2 
B. Germany 16 136 276 U.S.A 161 202 
Hungary 36 116 233 
Poland kh 68 117 
Humanta 17 51 9^ 
Soviet Union 18 33 61 
source I- Trade and Development, vol. f l part I , p. 173 
5. U.K. Trade and Development, Vol. VI,part I , p. 172. 
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growth problems of the developing oountrles* The share of 
the Soviet tftilon and the East European countries between 1955 
and t962 Increased from $ '•OO million to $ 1,900 million to the 
developing countries while the expansion to the rest of the world 
over the same period was onljr from $ 1,900 million to ^,?00 million 
this can b0 explained with the help of the following table s* 
fiiBiJ: X 
Bxports of the Soviet Union and other Bast European 
Countries* 
( In millions of dollars) 
1955 1962 Annual growth 
rateCpercent) 
To CMEA Countries^®^ Jf,750 10,150 11.5 
To the rest of world 1,900 ^,760 
To Industrlallaed private 
enterprise countries 1,J+80 2,750 9.3 
To developing countries 1,910 2)f.O 
Total Exports 7,950 1,5770 10.^ 
(a) OMSA - Council for Mutual Beonomic Aid, Includes Soviet Union 
and the other last European countries* 
Soureet- U.N* Trade and Development, vol. I I p. 
This table shows that the annual growth iate in the total 
exports of the Q¥SM countries was only 10*V percent between 1955 
and 1962. & the ease of the Intra^regional trade i t expanded at 
the rate of 11.5 percent over the same period and the exports of 
these countries to the Industrialized private enterprise countries 
of the world ejqoanded at an annual rate of 9.3 percent. The rate 
of expansion of the e^orts of the CMSA countries in the ease of 
the developing countries la considerably higher , which accounted 
. hi . 
for a percent annual rate of growth during the period 1955-62. 
The Soviet bXoe*s eountrles not only eiEpanded their eitports with 
the developing countries but also supplied to the developing 
countries the laachlnerjr and equipment whloh were required by these 
countries In order to launch the prOgraKiae of their industrial 
development* 
On the side of ei^orts of the developing countries also, 
the picture gives a good account of the considerable expansion of 
their exports to the Soviet 0nion and the other Bast European 
countries as conq^ iared to the Industrially^ advanced countries of 
the vorld* The annual percentage Increase in the exports of the 
developing countries is 3*1 between 1955 and 1962. fhe exports 
of these countries to the CMEA region increased from $ million 
to $ million over the same period showing an annual growth 
rate approximately 18.0 percent, while the exports to the Indus-
trialiaed private economies increased from $ 17,120 million In 
1955 to $ 21,030 million In 1962 showing an annual growth rate 
about 2.9 percent only. Tbe annual rate of growth of the exports 
of the developing countries can be understood from the following 
( 
tables 
TABJJI I I 
i ^ o r t s of developing countries 
(In millions of dollars) 
1955 1962 Annual growth rate 
To Industrialized private 
enterprise countries 17,120 21,030 2.9 
To developing countries 6|550 1.6 
To OMEA countries ¥f5 1,>f20 18.2 
Total Exports 23,957 29,630 3.1 
Sources- Ibid^ 
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fbla table shows that the CMEA countries are taking a laaoh 
larger share of the escports of the dereloplng countries w i^loh 
remained siore or less stagnant In the case of the advanced, market 
economies of the world. The prospects of the trade expansion among 
the developing countries themselves are also not favoutable owing 
to their low income and low paroductlvity. The trade among these 
cotmtries has expanded only at an annual rate of 1*6 percent bet** 
weea 1955 an^ 1962. In the export of the developing countries to 
the <MM region, foof beverages, tobacco, and raw materials as a 
group(excluding fuels) have occupied an important place* These 
products formed more than half of the share of the total imports 
of the Cf'JKA countries betwse® 1955 an^ 1962* From the developing 
countries, the incr<^ent In the exports these products over the 
same period was almost equal to the total increase in the exports 
to aH destinations*^ The exports of the food, beverages and toba-
cco from the developing countries during the period 1955-61 
increased by about 11^ percent and the expoxts of raw material 
A 
neraly 91+ percent* These e;]g[)orts have played an important role 
in the development of underdeveloped countries* The increase In 
food has been largely due to changes in the destination of exports 
of Oiban sugar* 
So far as the commodity composition betweee the developing 
and the GMIA countries is concerned, the most characteristic feature 
of exports from the Soviet Uhion and other countries of Eastern Eur^ * 
ope was their relatively small share of food and larger share of 
iSacftlnefy which accounted for 39 percent of the total exports 
of the machinery and transport equipment in 1961^  Against this, 
1. U.N. Trade and Development, vol. 71, part I, p. 17h, 2. Ibid. 
3. Ibid; p. 178* 
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nearly 95 percent of a l l their topprts from the developing countries 
consisted of raw materials and foftd» Iho share of the raw materials 
In 1961 declined and ttjat of food increased^ ^Thls development Is 
mainly attributable to the changes in the pattern of imports from 
Latin America in which the share of food increased to about 80 
percent i s 156I against 51 percent in 19^6 which was, as stated 
2. 
above, in response to the increased Imports of Cuban sugar. For 
the Asian and the African countries, the reverse is true* Ih their 
case the share of the food in 1961 declined while the share of 
the raw materials and the manu^tured goods other than equipment 
increased*^ 
The imports of food, beverages, tobacco and crude materials 
and oi ls continued to be growing rapidly. Buriiag the pm i^od I960 
and 196^ the expansion of more than one-fourth in the exports of 
these prodtt€t« from the developing countries was due to the Increas-
ing demand from the centrally planned economies* These countries 
have demanded almost negligible amount of products like minerals 
fuels and related materials from the developing countries, ttaareby 
restricting the unfair distribution of gains from the trade among 
developing countries themselves. The isrportance of the centrally 
planned economies l ies in the fact that the Increase in the imports 
of these countries of the « difflcult-to-expand« items Increased 
by about percent In 196U- over the i960 level, while the Increase 
in the imports of these products on the part of the developed 
counti^es was merely 9 percent over the same period. However,the 
volume of trade was very small in the case of the centmlly 
planned economies; the developed market economies in i960 Imported 
about 10 times as 9any of these items as the socialist countries, 
1. I b i d . ; 
2. see U.ii: and Development, vol. part I , p. m . 
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but the later oo«ntrl®s provided p@rctm% of the ^expansionajfy 
impulses."'' fliia sargioal inorease to the import® of these prodiuots 
to the eeot rally plartnad monmAm froia the deimloplng oountries 
l>i«gr©d a oruaial role in h©l|>liig the later to stabilise the prices 
of these products ani i«i "avoiding s s t i l l greater fall '* io their 
prices*^ The cotModity ©ompositioa hetw^en th© slev^sloping eotmtries 
aii4 the oentrally plaiande eeonosties between I960 md 196^ aan he 
ttnderstooS fro® the tablea I I I and 
the Soviet Utii^ md the l i s t European countries have 
formulated long t&m plans for oonsiderahle escptusiofi in their 
f o r e i ^ trade* I f theee plane are completed io a l l respects 1 the 
total imports of these ooaotries are expeoted to inorease fit>ffl 
$ mUllofi in 1962 to over I O^fQOQ million in 198C^  Assum-
ing that the share of the developing eovintries wi l l be aaiotained 
at around. 10 peroent<i9<^t) of the totaly this woi^ mean a poten-
t i a l Mpansion in the eiport; markets of the developing countries 
in the (MM region from I 1,M50 million in 1962 to over $ 5fOOO 
fflilllon in 1980*' Moreover, the rapidly expanding inserts of 
tropioel foodatiiiffs and beverages? o f f e r bright prospects of fehe 
trade of the developing coimtries with the Soviet Union and the 
other %at Mjnopeaii countries* I t has been aasusied that i f the 
percapita consmtption of these products in the CMBlft countries 
in 1980 reaehes a level prevailing in the admziced countries 
<1962)1 the imports of these cotaeiodltles in the CI4M countries 
1, Fatel, op, c i t ; p* 
2. Ibid, 
tJ.Ht Irade and Development, vol. I I , p. 
if. Ibid. 
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wtl l Increase from $ 130 mllXlon In I96I to some $ 3§000 million 
In 1980.^  Similarly with the rise in income In the CMEA countries, 
prospects are better tor an increase in their itiports of manufac* 
tures and engineering goods from the developing countries • However, 
a l l this w i l l depend upon the fuiture policies of the CMEA countries 
to produce an all^ernate substitute for their demand of consumption, 
raw materials as well as of manufacturing goods* 
India has been one of the biggest trading partner from the 
developing countries so far as the centrally planned economies 
are concerned* Her trade has growi in view of the needs of planned 
economic de^lopment which aimed at the development of new products 
and ejsploring new markets* It was found that owing to the declin-
ing for the traditional goods In the traditional markets, they 
were not expected to o f fer lasting solution to the growth require* 
ments of the Indian economy. The Soviet Union and the other Sast 
European countries have offered a good market for our manufacturing 
products, particularly engineering goods, In addition to the rapldlj 
increasing demand for our traditional goods* This has been extremdr^  
ly helpful to Indian economy in increasing her Import earning 
capacity. In 1955-56 only 0.9 percent of Indians exports went to 
the East %ropean countries and Import of India from this region 
was about 1.6 percent. In 1965-66, the peak year of trade with 
CtmA countries 19*^ percent of India's exports wenx^  to them and 
Imports also rose to about 11.1 percent* This increase Indicates 
the magnitude of change that has taken place in the direction of 
1* tJ.N. Trade and Development, vol. VI, part I , p* 
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Indians foreign tra<a©* Although the trade with the II.S.A* over 
the same period has increased to a much greater extent i*e$ exports 
from 1^.3 percent to 18.3 percent and imports from 13*^ percent to 
some 38.0 percent. What is important in this context is the size-
able export trfide India has developed with CMEA countries vis-a-vis 
the United States and other developed market economies. 
Although, India's trade suffered with the CMEA countries 
after the 19^ 6 devaluationi with the execution of Protocols soon 
after the devaluation %rith each of these countries the trade resufied 
its buosrancyt so much so that by the end of 1966 total exports 
in terms of post-devaluation rupees were only marginally lower 
than for the earlier years. This progress was maintained during 
1967 and the total exports during that year amounting to $ 308.87 
million were appreciaibly higher than in previous years. 
The important thing is that India Is now slowly emerging as 
an important supplier^ of quality industrial products, i ^or t s of 
engineering goisds in the f i rst four months of 1968*69 amounted 
to Rs. 23,0 crores compared to as. 7.6 crores in the corresponding 
period of 1967-1968. Most of the exports of these goods have gone 
to the CMEA countries. In 1967-68, the export of electrical machine-
27 to the East European countries amounted to Hs. 93 lakhs as 
against Hs» 57.8 lakhs in 1965-66. Over the same period the machine-
ry other than electric to these countries amounted to Hs» 93.^ 
lakhs as against Hs. 26.9 lakhs{ dyeing, tanning and colouring 
materials to Hs. 117.0 lakhs as against Rs. V7.5 lakhs, and the 
Medical and l%amaceutical products amounted to Rs. 59*9 lakhs 
as agalijst Rs. 9.3 lakhs. The trade with the Soviet bloc is being 
cartied on and has been expanded through bilateral trade and 
~ h9 -
payments agreements whlcb although unconventional has heen very 
successful so far as India's trade relations with the CME^  
countries are concerned. 
To sum upi the So^et ITnlon and the other East liropean 
countries have played an Important role In the economic development 
of the deimloplng countries by Importing a substantial amount of 
the traditional goods for ¥hlch the world laaii^et was stagnant and 
thus helping overcome to some extent the foreign exchange d i f f i cu l -
t ies. From the developing countries Jndia has been the largest 
* 
trading partner of the CMEA countries and they have, in recent 
years greatly Increased their demand for engineering and manufac-
tured goods in addition to her traditional products« making the 
emp]x»yment prospects in these industries much better. The large 
amount of traditional products imported by the pHEA countries 
from India enabled her to stabilise or at least to aboid the 
decline in the prices of these products In the international 
markets. The trade is being carried on through the conclusion 
of bilateral trade and payments agreements and the payments are 
effected in non-convertlble Indian rupees. Balances, i f found, 
are used for the purchase of goods either from India or the CMEA 
countries as the ease may be. 
C H A P T E R I I I 
THE GENESIS,SXRtJCTUHAL PATT :HN AND XHS SIGNIPIGAflCE OF 
INDIA'S BILATERAL TRADE AND PAYMENT AGREEMENTS 
CHAPTER I I I 
THE OMSIS.SfiaiOTHAL PAfTOT AND THE SIGNIFICANCE OF 
IHI>XA»8 BILATERAL TRADE AND PAXM« AGHEEMEKTS. 
classical econoBlsts were of the opinion that the 
welfare of world economies, was associated with specialization 
by the various countries in the production of those goods and 
services in which they enjoy comparative advantages and are 
well-endowed for their production. They concentrated and emphasized 
on free tra4e and froe raultilateral settlements and were sceptical 
about the use of trade and exchange restrictions so far as the 
equilibrium positiion in the balance of payments la concerned* 
These trading conditions^, ensuring the optimum utilization of the 
world resources provided for purchase of coramoditiss from the 
cheapest sources and entbled them to itake the sale of their own 
products to the countries where high prices would faci l i tate the 
maximum amount of the profit possible. 
This ideal mechanism of international trade and payments 
failed to revive the world economy during the thirties and the 
countries faeing acute balance of payments d i f f icul t ies had to 
resort to restrictive policies of trade and exchange controls 
motivated mainly by such objectives as " raptd growth, over-full 
employment and i"epressed inflation*' However, Germany adopted 
a policy of cleaning agreements whoso special feature was that 
the payments for ..he Imports Into Germany were to be made in the 
German currency-Sark which could be utilized for the purchase 
p 
of German products alone. In addition to the cleaning agreements, 
1. See "International Trade and Central Planning," ed, by Brown, 
A.A. & Heuberger,E. California, 1968, p. 285# 
2. See "India's Trade with Bast Europe," study by the Indian 
Institute of i!breign Trade, Kaw Delhi? 1966 p. 8. 
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bilateral trade arrangements were also made by several countries^ 
For Instance, Bulgaria and Argentina conducted their trade through 
•1 
the principle of a bilateral trade mechnnism. 
The main factors responsible for the failure of the system 
of multilateral trade and payments were; (a) the enormous decline 
in the prices of goods resulting from the general depression of 
1930•s} and (t>) disintegration of the international capital markets 
that is the cessation of the flow of capital among the countries 2 
of the world, The situation become most serious the post-Second 
World War period and trade through bilaternl trade practices 
become more popular* These arrangements have been defined as a 
"logical conseqtt§nee of inconvertibility"^ and aimed to have some 
control over volume and the composition of exports and imports* 
The United Kingdom concluded a number of such agreements with 
several colonies including India and they continued to operate 
even during the post-war period. 
The deviation towards the conclusion of bilateral trade 
and payments agreements during the post-war period was on the 
result (a) the rapid depletion of the dollar stock by the count-
ries at war, and as the dollar was the only convertible currency 
these countries became unable even to purchase essentlsaX goods 
in the international markets?(b) unwillingness of these countries 
to spend their remaining stock of gold or dollar for financing 
intra-European tradej and (c ) for the pui^ose of maintaining 
1. Jbid. 
2. Ibid} p. 7. 
3* See Holzman, F.D. " Soviet Central Planning and its impact 
on Foreign Trade Behaviour and Adjustment Mechanism" in 
Interraational Trade and Central Planning, op. cit$ pp« 280-306. 
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thelp exports thes© coimtrles had to negotiate with the non-dollar 
area countries. 
The problems faced by the underdeveloped countries were 
altogether different from those of the Industrially advanced 
economies• they were unable to eann the required quantum of 
foz^igh exchange from their exports and, therefore, the adoption 
of protective and discriminatory trade policies was considered 
Inevitable. The purpose of these restrictive policies was the 
proraotion of exports from and the curtai3jnents of non-essential 
imports into the primary producing ccmtries. I t was also considered 
necessary to concentrate on earning more from the more promising 
items of their exports like engineering and isetallurglcal products. 
n 
In particular, they should seek out for themselves the commodities 
with rising demand trends and high f r l ce and income elasticities 
The policy of promoting exports particularly of newly manu-
factured industrial goods combined with certtin restrictions on 
imports has been adopted as the most appropriate trade policy 
for the planned economic devalopment of underdeveloped countries 
like India. These countries, apart from an enormous amount of 
capital goods, also required a more or less similar amount of 
subsidiary items necessary to meet the expanding demand of the 
people in the developing economies. As most of the imports coming 
to these countries were non-essential and, therefore, not helping 
the maintenance and development of their economies, certain controls 
over the composition of the imports became necessary. The country 
entering In trade could descrianinate between countries and commo-
dities in numerous ways and the bilateral agreements served to 
1. cf !>Cjrrdal,G. "The International Economy", op, c i t j p. 25^. 
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meet the reqiulrements of the countries auffering from an un-
favourable balance of payments position and willing to e3t5>and 
their exports. The bilateral transaction helped the underdeveloped 
countries by strengthening their bargaining power with the contract-
ing partners which were in a better position. These arraggements 
also improved the terms of trade of the underdeveloped countries. 
I t is important to note that the instrument of bilateral trading 
has mainly been accdpted^ in the trade of the underdeveloped and 
the State-trading countries. 
The reasons for the phenomenal growth of these agreements 
between these two trading blocs may be llsteds (a) the Soviet 
bloc was found to be a favourable trading centre and the under-
developed countries wanted to take an increasingly large share 
of its trade. The bilateral agreements provided adequate oppor-
tunities and opened up new avenue for expanding the trade between 
the two blocs} (b) they strengthened the bargaining power of the 
underdeveloped countries! and (c) as most of the less developed 
countries were having wide Imbalances in their terms of trade, 
these agreements reduced the pressure on their balance of payments 
position by providing certain provisions in regard to the payments 
in terms of the domestic currencies. 
India was able to accumulate an adequate stock of reserve 
sterling balances during the period of Second World War. These 
balances were to be utlliised either in tlrae of emergencies or 
otherwise for financing Imports of capital goods required for 
the economic development of the country. The post war problems 
of reconstruction and development placed greater burdens on 
- 9* -
the country's sterling balances^ and smQ specific shortage of 
commodities and dollars oocured» Though the position with the 
hard(dollar)currency countries^ continued to deteriorate the sharp 
decline a dates from the middle of India's exports to these 
countries declined from Hs* crores In the f i rst half of 19^ 
to Bs* crores In the second half and Es* 52 crores In the period 
from January-Juoie, and to a s t i l l lower amount, approximately 
about Rs. 20 crores, in the period from June 1, 19^ to September 
18, 19^ 4-9^ . fhls unfavourable turn In the balance of payments position 
with the dollar area countries was largely due to the diminution 
In the value of exports.^ These abnormal Gioveiaents in India's terms 
of trade with the hard currency countries and the Inflationary 
tendenales which were already active in the economy wer«/by the 
wlthdrawl from sterling balances up to July, 19^ of over £ 80 
million for current transaction in addition to the quotas of £ 80 
million l e f t over at the end of June, 
This simply meant that 
the country's stock of reserve sterling balances sfearted to be 
deplated and the country had to follow a restrictive import policy. 
Moreover, Indian currency was devalued in September, 19^9 ^ut s t i l l 
no favoutable turn in the terms of trade was in evidence with the 
hard currency countries. Therefore, it became imperative to redirect 
1. See Sen,Sunanda,"India's Bilateral Payments and Trade Agreements" 
Book Land Private Ltd, 1955t P*8. 
2* Haird currency countries includs, for 19^ the United States and 
other American Account Countries, Portugal and Its possessions 
(excluding those in India), Germany,Japan, Sweden and Switzerland 
only for the f i r s t half of the year and Argentina only for the 
second half* 
3. HaJ, K.tl# " ascent Trends In India's Balance of Payments," R#B.I» 
Bulletin, vol» VIII , Hoveaber, t9*+9» P* 
If, Ibldf 7k&, 
Ibid. 
6. Ibid. 
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exports trade and to restrict imports tn a direction that could 
enable the country to reduce the acute shortages of foreign curren-
cies. 
The outbreak of the Korean War in June, 1950 brought certain 
new opportunities to India and increased her export earning* Butf 
the financial gains in real terms on account of the var hosti l i-
t ies were too low to meet India's import requirements* fii October, 
1952 a mild depression took place in the Indian economy^ and had 
an adverse Impact on Indians exports, leading to the adoption of 
certain necessary export promotion measures accompanied by some 
Import control mec i^anlsm. Moreover, as the^ock of sterling balances 
was radually being depleted the Qoveznment of India changes i ts 
attitude towards the disbursement of reserve sterling balances and 
concentrated on devising more e f fect ive techni^uesy for controlling 
trade and payments. 
The specific scarcities of com.jodities, dollars and the 
prospects of eaz^ing more from exports were the main considerations 
which encouraged India to ihegotlate bilateral trade and payments 
agreements with a nuinber of Afro-Asian and European countries* 
1* Sen, Sunanda, op, c i t ; p. 8* 
2* Ibldj p* 10. 
3* At the end of March, 1956 as many as i1 trade and payments 
agreements were in force with different countries. These were 
with (1) Afghanistan, (2) Austria, (3) Bulgaria. C3eylon, 
(5) Chile,(6) Caechoslovakia,(7) East Germany,(8)France, 
(9) Greece,(10) Hungary,(11) Iran,(12) Iraq,(13) Italy,(1^)<rapan 
(10) Jordon,(16) South Korla,(17)Morocco,(l8) Pakistan,(19) 
Poland,(20) Humania,(21) Sweden, (22) Switzerland(23) iSudan 
(2lf) Tunisia,(25) Tanzania,(26) U.A.R.,(27) U.S.S.R.,(28) Uganda 
(29) North Vietnam, (30) West Germany, and (31) Xugoslavia. 
cf , fteport on currency and Finance, 1965-66,(footnote) p. 121. 
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Among the mora Important considerations re latlng to the trade 
policy which increased the popularity of the bilateral agreements 
were the most pressing requirements for the country to establish 
direct contracts with the State-controlled economies of Eastern 
Europe "fhe State-trading countries have always insisted upon the 
inclusion of what they consider to be equal opportunities to trade 
in the commercial contract."^ The rational of these agreements 
was in con&Mlty with the developmental requirements of the Indian 
economy and they have considerably helped In diversifying the compo-
2 
sition and direction of Indians trade. 
The structure of India's bilateral trade and payments agree-
ments had undergone very important changes from the trade-quota 
type of arrangements to those involving no quota specifications 
and from the payments provisions In terms of convertible rupee 
or pound sterling Into non-Convertible Indian rupees. Bilateral 
agreements specifically included the provisions indicating the 
promotion of trade between the contracting trade partners and the 
•"and the avoidnnce of a l l kinds of trade discrimAnatlons against 
each other. The considerable growth of India's bilateral trade 
agreements with the centrally planned economies is due to "the 
general attitude of the bilateral partners towards their common 
1. Sen Sunanda, op c l t ; p. 16, See also Domke, Hand Hazard, J.N. 
"State Trading and the MEN clause," American Journal of Inter-
national Law, vol. 52, 1958." The Soviet Union insisted 
upon the Inclusion of the M.F.W. clause in the Peace Treaties 
of the USSR with the Baltic Countries In 1920" 
2. Sen, Sunanda, op, clt| p. 11. 
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commercial problems."^ The contracting partners from this bloc 
always desired" . . . . to develop and strengthen the economic and 
trade relations between the two countries on the basis of equality 
and mutual benefit." The arrangements made also included the pro-
vision efforts would be made by the respective Governments for 
expanding their trade turnover to the maximum possible extent with 
2 
both the partners. 
m the beginning bilateral trade arrangements made with the 
centrally planned economies involved quota commitments and no pro-
vision specified he procedure of payments^. The specified quota 
limits set the permissible value or volume for the goods and 
service traded a n d there . iS ras a n o b l i g a t i o n on . i the part of contracting Li. 
partneis t o u t i l i z e t h ^ s e q u o t a t a r g e t s . . I n a number of cases these 
quota l i m i t s g u a r a n t e e d i im jwa j r t ^ commodities not easily 
obtained during the post war period.^ The resources position of the 
world imprpved since 1952 and the trend shifted to the conclusion 
of Noa-quota type of ggreements. These agreements included an 
important clause relating to payments arrangements the object of 
which was to reduce the payments problems of the bilateral trade 
1. Sen, Sunanda, op, c i t ; p. 35» 
2. Ibid. See also IndiaSs Trade Agreements, 1962, Ministry .of 
Commerce and Industrial, Government of India, New Delhi. 
Agreements with:-
Bulgaria, March, I96O. The preamble and Article I . 
Czechoslovakia, November, 1969» Article I . 
East Germany, December, 1959 Clause 2. 
Hungary, June, I96O. Article I . 
Poland, November, 1959* The preamble and Article I . 
Rumania, May, 1959. The preamble and Article I . 
Yugoslavia, January, I96O. The preamble and Article I , 
3. Sen, Sunanda, op, c i t j p. I6, 
k. Ibid; p. 16. 
5. Ibid. 
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partners,^ Under bi lateral payments arrangements, the partner 
countries undertake to effect their reciprocal current settlement 
in a way that wi l l minimize the use of convertible exchange and 
on 
gold. The payments arising out of trade betw een India and the 
centrally planned economies were to be effected in convertible 
rupees or sterling. However, i f any balance In the tupee account 
were found, i t was to be maintained in the Central or the commercial 
bank of the country authorised to deal In foreign exchange which 
were to be converted on demand into sterling at the usual bank 
selling rate for sterling as fixed from t l « e to time by Indian 
exchange banks. 
The ambitious programme for the oantry's industrial 
development launched in the Second Five Year Plan produced certain 
unfooseen stresses and strains In the Indian economy, and the 
balance of payments positions became more unfavourable^ The shrink-
ing reserve of sterling and the widening deficit in the country's 
balance of payments made It necessary to enforce some strict 
control on the settlements pix>vislons In the bi lateral payments 
arragements. Accordingly the agreements concluded after 1958 
specifically included the provision that a l l the payments relating 
to both commercial and non-commercial transactions, e,gs exports, 
imports, f)&reighi insurance, cultural-tours and maintenance of 
legations etc. were to be made in Inconvertible Indian rupees. 
1. Ibid. 
2. Ibid. See also looper, John, H.C. "Current Usages of Payments 
Agreements and Trade Agreements," I,.mF. Staff Papers vol. IV, 
No. 3I August 1955, p. 339 and Trued, M. and Mlkesell, R.F. 
^ Postwar Bilateral Payments Agreements," Princeton, H.J., 1955* 
3. See Statements I I and I I I * 
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The general aim was not only to economise on foreign exchange 
resources but also to Increase the sales of India's non-traditional 
expprts and secure some guarantee for a steady inflow of essential 
Itnports* The payments arrangements were made through special 
accounts opened for this paipose by the Central Bank of the 
bi lateral trade partaers from the East European count rles with the 
Reserve ^nk of India and with an todian conimerclal i s ^ authorised 
to deal In foreign exchange* Balances, i f found at the time of 
termination of the agreements, were used for the purchase of goods 
either from Indian or the contracting partners ai the case may be, 
The tenure of those agreements is three to f ive years. 
They may be extended from time to time with mutually accepted 
modifications taking into consideration the changing needs of the 
economies of the contracting pailiners. The products to be exchanged 
betweea India and her bi lateral trade partnets are classif ied 
under the schedules A and B which show the exports from and imports 
into India from these countries. The main exports from liidia to 
these countries are raw materials and products of newly developed 
industries as against the inports mostly ofcapiteal goods. During 
recent years, India's exports have consisted of plastic goods, 
light engineering goods, pharmaceuticals, besides the traditional 
items such as cotton textiles, tea, coffee, tobacco, jute, manufac-
tures etc. 
Under the bi lateral agreements, the oantrally planned 
economies also provide other fac i l i t ies in the form of long-
tens credit, technical training and know-how which have eonslderably 
enhanced India's economic development. %ecla l mention In this 
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respect should be made of U.S.S.H.t Poland and lugQslav^la. the 
Soviet Union is supplying required machinery and spare parts 
for the Tarious projects set-up in India with Soviet assistance 
such as the Heavy Electrical Projects and Heavy Machine Buildings 
Plant at Ranchi.^ Pro^^sions in these agreements are also made in 
regard to shipping. Indian ships carry a considerable proportion 
of the trade between the two coimtrles. The shipping arrangements 
have enabled India to save a large amount of foreign exchange on 
freight and aiso encouraged her own shipping. India's trade with 
these countries has taken place at the World prices and the rapid 
expansion in i t did not occur at the cost of her trade with the rest 
of the world. 
The bilateral trade and payments arrangements with the 
Soviet bloc also specified that these should be no dlBcrlminatlon 
against the countries or commodities y^ aSr^ n-^ sr-sot come under the 
purview of these arrangements. The trading between the state-
controlled and the competitive economies Included certain additional 
considerations and in the extension of normal trading relations i t 
was found important to proble Into the suitability for the compe-
t i t ive economies of granting unconditional MFN treatment to the 
countries where the market forces are not permitted to play their 
2 
roles in the functioning of the economle system The usually 
accepted solution In terms of a supplementary set of commercial 
consideration Clause and purd^e commitments made I t necessary 
that the bilateral arrangements between India and her(bilateral) 
1. See "India's Trade with East Europe," op, c l t j p. JfS. 
2. Sen, Sunanda, op, c l t ; pp. 
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partner should specifically Involve certain provisions retaining 
the element of reciprocity under the MEN Clause,^ The MFN Clause 
was included In India's bilateral agreements with Its usSial excep-
tion l*e*5 Its in applicability In relation to the preferential 
treatment accorded by either of the bilateral trading partners In 
some special cases in order to safeguard the grant or to continue 
any I 
(l**»«i) advantage accorded by either party to contiguous 
countries for the purpose of facil itating frontier t ra f f i c . 
(11) Preferences or advantages accorded by India to any 
country existing on the 18th April, 1960(the date of conclusion of 
Indo-Bulgarian agreements) or in replacement of such preferences 
or advantages that existing prior to I5th August, 19^7* 
( i l l ) Advantages resulting from any agreement for the esta-
blishment of any customs Union or free trade area to which the 
Government of (say) Bulgaria or India may become a party. 
The MFif treatment was some different accorded in the bilate-
k 
ral agreements with the U.S»S.R.j Hungary, Poland and Bomanla. 
These bilateral trade partners besides providing reciprocal accept-
ance of the prtvllages relating to customs fac i l i t ies and other 
operations were also to follow certain other MFN clauses ensuring 
1. Ibid. 
2. Ibid* 
3* See Indla*s trade agreements, 1962. Also sje, Agreements with 
Bulgaria, March, 19o0 Article I , Clause 2. Agreements with 
Czechoslovakia, Nobember, 1960, Article I I . 
Agreements with Yugoslavia, January, 1960, Article I and the 
Agreements with B^st Germany, December, 1959» Clause 10. 
Sen, Sunanda, op, c l t } p. 36. 
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that " any advantage, favour prAvllege or immanlty granted 
hy either of the contracting partners to any product originating 
In the territory of a third country or destined for its territory 
shall be granted immediately and unconditionally to the like product 
originating In the territory of either of the contracting partners 
or destined to be imported into i ts teriltpty»'" The trade arrange-
ments with the U.S*S«H., Poland and Hmaania did not include the 
preferences in regard to the establishment of customs unions or 
free trade areas.^ 
The MFN treatment was also extended in regard to the 
reciprocal concession made to the shipping fac i l i t i es . The clause 
relating to the applicability of the MM principle to the shijiping 
between India and her bilateral partners included that "Mercantile 
ships of both countries while enterningi staying in or leaving 
the ports of either of the countries wi l l enjoy the most favoured 
faci l i t ies granted by either respective laws, rules and regulatins 
to ships under third country's flags. This principle shall not, 
p 
however, ap^ly to ships engaged in coastal navigation"! 
The commercial and financial consideration clause also 
apart from the general principle of equality and mutual benefit,^ 
included some other provisions of non-discrimination relating 
1. Ibid} p. 37. See also 
Agreement with U.S.S.R., January, 1959i Article I , clause 2nd & 
3rd 
Agreement with Poland, Hovaraber, 1959, Article I , clause 2. 
Agreement with Hungary, June, 196O, Article I I , and 
Agreement with Bumania, May, 1959t Article! , clause 2nd & 3rd, 
2. Ibid, See also India's trade Agreements, 1962 and Agreement with 
U.S.S.H.J November, 1959* Article IX, 
Bulgaria, March i960, Article IX, 
Czechoslovakia, November, I96O, Article YII, Ea^t Germany, 
December, I959 clause I I , Hungary, June I96O Article VIII 
Poland, November, 19591 Article IX and Rumania, May, 1959 
Article X. 
3. Ibid. 
- 63 » 
to the operation of normal Commercial channels between the 
contracting partners.^ A very Important commercial considerations 
clause specifically Included the provision " the import 
and export of goods stipulated(say)In Article I I , wi l l be carried 
out in accordance with the import, export and foreign exchange 
regulations in force in either country and on the basis of th© 
contracts to be concluded betw een(say) the £fcilgaria enteiprises 
on the one hand and the Indian physical and Juridical parties, 
2 
including Indian state-owned ofganizations, on the other" • 
Moreover, they also said that " ••• the provisions of the (present) 
agreement do not affect the rights of (say) the Bulgarian and the 
rights of the Indian physical ar-^ d juridical parties, subject to 
the ingjorts, export and foreign exchange regulations in force in 
both the countries, of concluding commercial transactions concern-
ing the Import and export of goods and Included Schedule A and B"^. 
Thus the bilateral trade agreements which may be concluded 
both for long and short petiod aimed at the opening up new channels 
of trade through bilateral arrangements and have been beneficial 
to those underdeveloped countries of the world which experience 
1. Ibid. 
2. See India's Trade Agreements, 1962. See also Agreements with 
U.S.S.R.5 January, 1959, AHlcle I I I , Bulgaria, March, 1960. 
Article I I I , Czechoslovakia, November, 19^* 
Article I?, East Germany, December, 1959 clause 3i 
Hungary, June, 1960, Article 17, Poland, November, 1959, Article, 
I I I , Rumania, May, 1959» Article I I I and Yugoslavia, January, 
I960, Article I I I . 
3. Ibid; 1962. See also Agreements with U.S.S.R., January, 1959, 
Article IV, Bulgaria, *'jarch, I960, Article IV, East Germany, 
December, 1959 clause, Hungary, June, I96O, Articles V, X and 
XI,Poland, November, 1959» Article IV, Rumanls, May, 1959» 
Article IV and Yugoslavia, January, I96O, Article IV. 
-great stres.^es and strains In their balance of pa:^ents position and 
do not receive adequate foreign exchange in order to finance their 
capital investment for rapid economic development. 
Bilateral trade and payments agreements had been used In 
the thirties for expanding the trade which was declining due to 
acute scarcity of gold and convertible currencies^'But i t is 
significant to note the distinction between the bilateral trade 
arrangements at the time of great World depression of the 1930»s 
and those which are being made these days, in the 1930's bilateral 
arrangements were made in order to reverse the swift decline in 
exports Irhich was due to the inelastic demand for primary products 
and further to the depression • The arrangements made in the 19^0*s 
and onwards have been in the light of large import requirements of 
capital goods by the underdeveloped countries and as iheir Imports 
earning capacity is low they have to seek a shift to those countries 
which were willing to purchase an equal amount of exports from them? 
Such negotiations encouraged the underdeveloped countries to have 
larger Imports of capital goods even at higher prices as compared 
L 
to other sources of supply. 
In this way, the bilateral agreements seems to be an inst-
rument of trade diversion rather than trade expansion,^ However, 
the significance of the bilateral trade and payments agreements 
between the underdeveloped countries and the centrally planned 
1. See "Indians Trade with East Euroje," op, c i t ; p, 16, 
2. U.K. "Trade and Development," vol, I I , p. 50. 
3. Ibid. 
K Ibid. 
Ibid. 
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economies Is somewhat different. In their case, they are being 
used for meeting the fundamental purpose of generating additional 
flows of trade through bilateral channels which would other wise 
not have place at all.^ Thus, bilateral trade and payments agree-
ments can easily be used as an Instrument for trade expansion 
provided that Instead of diverting trade they stimulate additional 
2 
trade and that " transactions follow international prices." 
To sum up the bilateral trade mechanism is becoming increas-
ingly flexible and generating more trade. The growth of these 
arrangaments is largely in conformity with the recommendations of 
the f i r s t United Nations Conference on Trade and Development and 
with its efforts for evolving a more suitable international trade 
policy. The ICFxl treatment has been included in most of the agreements 
concluded recently in accordance with the recommendations made by 
UNCTAD I . The Soviet Union and the other East European countries 
have been of considerable help to the development of our economy 
both as an external market for which cantmcts have recently been 
made, particularly from 1953 onwards, and also for extending an 
increasing quantity of long-term credit necessary for promoting 
and maintaining the tempo of India's economic development., 
1. Ibid. 
2. Ibid. 
S H A P T E R IV 
INDIA'S MAIN BILATERAL TRADB AND PAYMENTS AGREEMENTS 
CONCLUDED WITH THE SOVIET UNION AND OTHER EAST 
EHROPSAN COUNTRIES 
CHAHEa 17 
MAIN BlUTBBAh t m m Am mmmsQ AGBBMWS 
COSICmBgD WifH !rME SOVI£l£ UHXOli AHl^  O^ME £ASf EtIHOfBAN 
COmiXEXES. 
1% is obvloas ^liat tine bllat@i»al trade and pa^^ents 
mentt havd been of slgnlfleaiit h®lp to undeirdeveloped oountries 
during the post-war period, though bllatoraliaoi contains sotne 
disadt^antages whioh ndght ba unfavourable to the healthy grvwth 
of trade, so long as conditions are not favourable to the univer-
sal applioation of the multilateral trade systemi bilateral agree-
ments wi l l serve a ver^ r useful purpose in International trade, as 
they have served and are serving, as an instrument for promoting 
additional exports and laqports,"^  As Xndls^s trade with the Soviet 
f loo has been oarried out through bilateral timde agreements, the 
study of the working of £fidia*s bilateral trade and payments agree-
ments^ trlth them beooaes relevant* 
1* mUR 
eSSja is lftdia«s biggest trade partner from the centrally 
planned eoonomlos and has been friendly with us for a long time. 
Bsoentlyi there has been a multiple increase in the economic colla-
boration between the two countries and the substantial increase 
1. their approach to bilateral trade the socialist countries 
usualli^ o f fer bilateral payments arrangements in terms of the 
currencies of the respective developing countries* Any def i-
cits or surplus has arising froift the agreements in a period 
are settled through commodity deliveries in the required 
amount during a subseqent period, trade In both direction Is 
carried out generally at world market pricesf** see tJ«N* 
*«fre<ie and Development 'vol,II ,P.51»(foot nots). 
2. A l i s t of bilateral agreements signed with the Sast European 
countries has been given Is appendix A and an account of 
India's overall Trade position with these countries can be 
seen from statement-^. 
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In the volume of Xndo-Sovlet trade demonstrates the ejEtent of the 
success of economle oo-opemtlon between them. The USSR Is a 
member of the Council for Hatual leon<^ie irhloh aimed 
at co*ordliiatlng economic activit ies In the 8tate*tradlng countries 
of the Soviet-bloc, this organisation specifically helped the div i-
sion of labour and promoted considerably the degree of Integration 
asumg I ts members*^  Trade with other countries Is generally carried 
out on the basis of inter-governmental arrangements made and most 
of the trade agre^ents include the l i s ts of the products which are 
to be exchanged subject to commercial negotiations. 
Up to 19^2 there were some barter trade agreements at the 
semi or non-official level between the two countries. I t was in 
Becember, 1953 that the f i r s t 2hdo-Sovlet bilateral trade and pay-
ments agreement was concluded and i t was followed Isy a number of 
supplementary and new trade agreements with the Soviet Union and 
in Januaryt t959 It was replaced by a new long term trade and pay-
ments agreement. 
The Long-Term Trade Agreement envisaged the doubling of 
trade between India and the tISSE by the year 1970 over the 196H-
level . Trade was expected to reach the level of about 600 million 
Icubles both ways. Exports of commodities from Ihdla to ISSH and 
the Imports from the tISSB Into India are carried on in accordance 
with sechedules agreed upon by the two (Governments from time to 
time. A l l the payments of both a commercial and non-commercial 
nature are made in Indlsai rupees. The trade agreements provide 
a progressive Increase in the share of the exports of manufactured 
goods from India to the tISSE which i s one of the important reasons 
for the bilateral trade and payments agreements with the TISSB 
•i. See • •Trading With the «OrldCCountry Prof i les) ,1.1.f .T . p . 5 3 0 
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ai well as vlth the other Baat Baropean countries. As i t appears 
d i f f ioul t for a developing econony l ike India to find a place f o r 
her engineeriiig and^enofaotiired goods in the traditional market, 
i t was neoessarr for/to explore the possibilities of ejQ;)aRding 
the trade with the state-trating oountries* 
The trade promotion measures inoluded in India's bilateral 
trade and payments agreements with the Soviet Union were aceoa* 
panied by seteral other speeifle provisions suOh as institutional 
arrangements whioh were considered neoessarT* for establishing a 
permanent Soviet frade Hepresentative in India* Xhe di f f icult ies 
inherent in the trade with the Soviet iffnion were realized though 
as late as November 16, 195S* The Ministry of Commerce eoq^hasised 
that since this timet the PUbHc enterprise business in India ^ d 
the Soviet foreign trade organisation wi l l enjoy a l l the f ac i l i -
ties* JJoreover, the agreement signed on January, 1959 specif i-
cally included the MM clausci and the rupee(non-convertiable) 
was to be used as the unit of account* The rupee payments agree-
ment between the two countries concluded in 1958, which covered 
a period from 1958 to 1963 placed the Indo-Soviet trade relation-
ship on a firm basis. 
The mutually advantageous character of the agreement is 
shown by the fact that i t enabled India to obtain from the USSR 
her requirements of machinery, equipment and other essential 
materials needed for economic development through payments In the 
Indian rupee only and provided an opportunity for e3q>anding and 
diversifying her exportB, On the other hand i t enabled the 08SR 
to obtain various agricultural and industrial raw materials and 
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oonamoers goods required hj the ^ v l e t 0i}loa from India hy making 
the payments In Indian rupees against funds generated hy the 0SSB 
supplying the machlneryt equipments eto| t® India, the bilateral 
eharacter of the trade agreements further enabled both the coun-
tries to plan for a steady and rapid Increase 4fi their trade from 
year to year. 7he level of trade betideen the two eonntrles during 
the 5 years period Increased from Hs* 'fBI.I million In 10^8-59 to 
as. 1205.6 mllUon In 
^^Ide agreements betneen the tvo countries continued to be 
Instnnoental in reducing the Imbalance In the payments situation 
of India though the increase In her exports by the USSH. Trade 
relations between India and the PSSB entered an expansionary phase 
with the conclusion of a new f ive yeazs trade agreement with the 
0SSH on June 10^  1963.^  I t came Into force In January, 196if and 
was valid for a period of f ive years. The agreement vas, later 
oni extended for a further period of two years ending 1970.^ 
i t envisaged doubling the trade at Hs. 150 crores each way 
by the end of 1970 from the 196^ * level of Bs. 75 ciK}re8« A spe* 
clal feature of the new agreement is that consistent with i ts 
policy of increasing purchases of manufactured goods from the 
developing countries the USSR agreed to import from India an 
Increasing range of products of engineering g o o d s a n d products 
of other industries such as llnobum and pvc cloth| paints and 
vamlshy plastic goodSf steel and modem furniture, leather goods, 
sport goods eto$ besides the tratitlonal Items.^ The agreemexk 
1. See Indians trade Agreement, 1963, p. 3M> 
2. Ibid p. 3. Ibid p. 3^3 Ibid p ih^ 
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also provided for ttie isytort from the USSR of maehinery and 
e<|ulpiiientt spare parts and oonqponents for aalntalnlng the pro* 
duotion programsie of various projeots set-up with Soviet assis-
tance* t^e Soviet Qnloii aXso agreed to simply ^ncareaslng qaan* 
t i t les of essential rav materials for malntaltilng some of Indians 
Industrial production* The Items are non-rerrous metals^ newsprint 
sulphur and fertlUlaers eto* 
trade and payments agreements with the tISSR played a 
slgnlfleant role In forging oloser eoonomlctles and Inereaslng 
the oountry*8 foreign trade. Annual trade arrangements were 
finalised In 1966-67 within the frame work of the existing trade 
and payments agreements with the IISSR* The annual trade arrange-
ments recognised the scope for Increasing the trade between India 
and the Soviet union* Accordlngly# these arrangements provided 
for Inereaslng trade turn-over taking into aceount the rising 
needs of these econ^les* Althoughf as stated abovei the Increase 
in traditional export like tea and ^ute manufactures contlued to 
figure In the eicports l i s t , exports of newer items such as iton 
and steel products, chemlcalSf engineering goodSf rubberi plastic 
products, taransport equipment and consumer goods like llasks« 
refrigerators md air-conditioners feature on an increasing scale 
in number of agreements* 
2. CZECHOSLOVAKIA: 
Osechoslovakia has also been one of Indians Important trade 
partners from Planned economies. The f irst trade 
agreetpent between the two countries was signed in March, I9W9 
and the mixtom in 1953* The agreement concluded in Mardi,19^ 
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contained spealfle quota target for a number of commodities* 
In Moveaberi 1953 I t ms replaced by a non-quota l i s t type of 
agreement* ^bls ms renewed from time to time and a new and 
long-term trade and payments agreement was algned In Hoveaber, 
196^ and remained ralld for a period of f i re years l*e| up to 
the end of 1968# ^ 
According to this agreement alX the eomaierolal and non* 
oommerelaX transactions between the two countries are effected 
in non»convertlbIe Indian rupees for li^leh izeohoslorakla has 
aentraXlsed account with the Beserve Bank of India* Balances I f 
any at the tlae of termination of the agreements are adjusted by 
purchases of Indian or Czech goods as the case may be,^ 
The fiv't•years ^rade and Fayiaents Agareements pire'vld€d for 
escorts from India including fruits^ caahewi splcesf d@-«blled 
cajsesi grounaauts, tobacco^ shellac, coir, mlcai Iron ore, 
Bsanaganese or®, vegetable ol ls i various iron and steel product, 
fanst pumpsf machinery for text i le mlllsi sugaislllsf cement-
mlHSf foundaryt abrasive^ machine tools, motors^ railways mata<-
rialst cables and wires« razor blades, texti le garments| lino* 
liumt footweaTf sports-goods, to i let goods1 hosiery, plastic 
manufactures, organic and inorganic chemicals and pharnaceutlcals 
etc. In exchange, Csecheslovakla exported to India mostly heavy 
engineering equipment, durgs, dyes intermediates, laboratory 
chemicals, tyres, tubes, photographic paper and chemicals etc* 
t* See Indians frade Agreements, I968, p.51* Article XI* 
2* Ibid* see Article IX. 
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Xl)0 progi^ffs of the ts^dd bciti«e«ii the ttio ooiintFles la 
watchedl fe^ th© antjiial plmm wfeicli eorapatra the fcofcal of 
goo^ to b@ iia|»orte4 irm ^ d eicportod to oseehodXoTakim 
©veafy year* amiuml reviowi Ira i^gard to tb© achlevesient 
of th^ ag3P©Q?ii©i3t» l&y tfa^ State tradifig Cojpporatioit are of cm-
elal m tliey make i t posslblje to the sXow^ 
ztioyiiig Items and adopt eeHain remedial oieasiurea to eaetare and 
eiibanoe the p?o»peote of aa^^enting trade eaoh way« fhe «pe-
oial feature of the trade p3aft9 is the ifieluelon of the P«M* or 
* t|>it»*{^iaoria* * items tihose targets are not fixed at the time 
of fiaallaists the eumml. plana hut their imports and eiq^orts are 
possible depending upon the iisutual agreement of both the ooiin<» 
tries* 
A trade protoool ^tweeu £adla and Csoohosl^vakia for the 
year 1968 was signed in Hew IJelhl on Hoveaher 1967* Under 
this agreement India exported to Csechosloiraisla a variety of 
engineering goods» viai pipes | pipe f itt ings 9 laaehine tools 
of different kinds| ancillaries, looks and pad looks» rsilvay 
vagonst wire ropedi plants and siiaohinery stiitoh geari refrige* 
ratorSf flash lights ete* She exchange of goods under this pro-
tocol which were of the order of Us* 30 million iji 195^ were 
esg^eeted to inoreaoe up to Ds* 8OQ oi l l loi i in 1968* 
OsaeehaslonOcia had been a meiaher of the QAff and therefore 
i t was not diffidttlt for India to extend the HFH treatment to 
this bilateral trade partner* Cxoohaslovakia is also a laeaber 
of C^ acsOH whloh oame Into being In 19^ for the joint dwelop* 
ment of the resouroes and trade of the Soviet Union and the other 
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East %7opean aouatJElds* Besides« I»dla and Ozohosloiralcla 
haTd al8® conoladed a nuiabsr of MiatsraX trade and paymonta 
agrdometiti with other developing countrles« 
3. MS!S GEMNTf 
Bast Q&mmy is aiso a member of OOHiGOM. The rapid indus-
t r i a l progrets of last Genaany duriag the post-war period opened 
tiev opportunities for the Owemotent of India to ^negotiate trade 
agreements with the eoontry* TTnder the bilateral trade and 
pasnaents egreements the trade tumover between the two count-
ries has inoreased very eonsiderably* 
The f i rs t trade agreement between India and the 
was signed on Octol^ er 16, 195^ which remained in foroe up to 
October I5f • 1% was renewed for another three years t i l l 
December 311 195-9 and then eictendled t i l l Deceaber 31, 196*4, 
The agreement signed on Ootober 8, 195^ included certain speoi-
fl.e provision® for the authorisation of a permanent Trade aepre-
sentative on Trad®,'' The 1956 agreement also granted for the 
f i rs t time in the history of the economic collaboration of both 
the cotmtries the utmost utilisation of the shipping faciMties 
of either country*^ 
The 195^ agreement with i ts 195*^  protocol was replaced 
on Beoember 18» 1959 when the growing volume and the changing 
pattern of trade between India and the 0«D#B* made i t essential 
to introduce several changes in the payments provisions* Under 
1* See Agreement with last Oermanyt October 195 *^ 
2« cf Sen, Suncmda, op, citf p«67* 
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tti0 nev agreement I a l l the payments of a aommerelal and non* 
oosuaerelal nature vera effected In non-convertible Indian 
ri;q;}ee8t through the special accounts opened and operated by 
the !^ut«ehe Noten Bank of last Germany vlth the Eeserre Bank 
of India and « lth an Indian commercial bank authorised to deal 
in foreign exchange* fhe rupee balances credited to the Special 
Account are utlised for the purchase of commodities from India* 
Balance I f found at the time of expiry of the agz^ement are used 
to import and eiqiiort goods by either country or settled by mutual 
agreement* 
Tinder the Trade and payments Agreements concluded on Sep* 
teaber 12, 196^ -,'^  which were valid for three years from January 1, 
1965 to JDecember 31 f 1968 a l l payments of commercial and non* 
commercial nature are made in non-convertible Indian rv^ees simi-
lar to those Incorporated In the agreement of December, 1969* 
The goods mere allowed for the purpose of re*e3^orts* 
The main Items of e i ^ r t s from India to G.D.E. are fruit 
juices, ground nuts, cashew, walant, spices, bananas, tea,coffee, 
tobacco, shellac, coir, cotton-wast, animal hair, iron ore, bau-
xite, Castor o i l , Hght and heavy engineering goods, chemical 
compotmds and a variety of manufactured goods like textiles, 
footwear, Jute goods, sports goods» caipets, handicrafts etc* 
In exchange, Indians imports from G*B*H« include plant and 
equipment, marine dlesal engines, surgical instruments, raw films, 
fert i l isers, newsprints etc* 
1. See India's ^rade Agreements, 1968, f*103* 
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Annual plans are made between the two countries vhleh 
Ineerporate the trade turnover in detail* A ^rade plan was 
signed under the trade agreement of September 12, 196^ 1^ on 
January 16| 196? with a vlev to watoh the progress and exa-
mine the prospects of Increasing the Zndo*&SE trade. The State 
trading Corporation of India also makes reviews of the progress 
made under these trade plans like the annual plans signed with 
Osechoslavakla. 
K mmAMAi 
The bilateral trade relations between India and Bulgaria 
began with the coneluslon of their f i rs t trade agreement on 
June 17I 1953* Arblcles relating to the payments were oomple-
t ly absent In this agreement.^ A long term trade agreement 
signed on April 18, 195^ which remained valid up to December 31> 
1959« was followed by a protocol signed on May l8t 1959* ^be 
protocol to the IndovBulgarlan trade agreement of April, 1956 
ameaded the payment clauses* The payments relating to a l l the 
Transactions of a commercial and non*commerclal nature were to 
be made in non-convertible Indian rupees on the Unes Indicated 
in the trade and payments agreements with the Czechoslovakia* 
The fundamental objective of these agreements between 
the two coisitxles had been to reduce discrimination* The MFN 
treatment I howevery was not mutually accepted before March, i960 
Both India and Bulgaria expressed their Identical views at the 
1* India*s Trade Agreements, I968, p*35 
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UNCTAB X hdX4 lii 3en0va| A trade and payiaenta agreements 
conoluded Ijetiieen the two countries iihlch was to be effeo** N 
t lve from Jantiary 1, 1 9 6 ^ , L i k e the other East Saropean coun-
tries annual plana are also made with Bulgaria* the annual plan 
negotiated on April 16, 1966 enirlsaged trade (hoth ways) of the 
order of over Bs* crores in 1966. the plan was in terais of 
the agreement algned on February iS t^h, 
The eon^osltion of trade in the long-term trade and pay-
tnents agfeements signed on February 196U- changed consider-
ably from that of the agreement concluded in Jiai®, 1953* Accor-
ding to the new agreeaient the main iteiBS of India's exports are 
engineering goods including tropicalised motors» diasel engines, 
pumps sewing machines, drugs and pharma centicalS| chemical pro-
ducts, cotton Siabrics, leather chappals, de-oiled cakes, apart 
from traditional items like tea, coffee, Jute manufactures, She-
llac and tobacco, etc. In exchange, the main items of India<s 
Imports are heavy engineering equipment l ike electric hoists,cranes 
power cables, transformers, mining locomotives, automatic looas 
etc$ besides some heavy chemicals, pig Iron, ball bearing,Zinc, 
fert i l isers and dye intermediates* 
5* HUmABI 
Indo-Hungarian economic relations date back to 1930*8 
when Hungary used to eaeport the well known ••Qana** type machi-
nes, railways ears, generatois^, silk and rayon fabrics* India's 
ea^orts mainly consisted raw jute, raw-cotton, mica, hides coir 
1* India's Trade Agreements, 1968, p*3S». 
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yarn and inedible fats . 
The ^ r s t bi lateral trade agreement (quota) between the tt«o 
countries was signed in Aprilf 19^9• Both the rupee or sterling 
were specified as the accepted currency for p a y m e n t s T h i s trade 
aireement was replaced by some extensive trade arrangements in 
January 1951 and on January 17» 195^ a new tmde and payments agree-
ment was signed* The agreement was to be effective up to JOecember 
31I 1955 and thereafter for another period of two years unless either 
country declared Its Intention to tennlnate the agreement three 
months prior to December 311 1955« The procedure for the payment 
was the same. It was on June 15f 1959 that a protocol t o the 
existing trade arrangements was sigfied specifying the use of the 
rupee as the accepted unit for payments*^ 
On Jtme 25, i960 new Indo-Hungarian trade arrangoaents were 
made specifying that a l l the payments of commercial and non-commer-
c ia l nature wi l l be effected In non*convertible Indian rt;9ees through 
the special accounts opened and operated by the national Bank of 
Hungary on lines similar to those indicated in the trade and pay-
ments agreements with Czechoslavakia.^ India's main exports to 
Hungary were tta« coffee, spices, opium, vegetable o i l s , iron ore, 
manganese ore, mica, cotton, coir and Jute manufactures, shoes, 
sewing machines, dlssel engines textiles machinery, sports goods, 
etc* Hungary's exports to India consisted mainly power stations, 
flour mills, manufacturing plants, glass factories, different kinds 
1* Sen, Sunanda» op, cits p.73 
2, Ibidj p. 7h. 
3- See Heport on Currency and Finance 196O-6I, Statement,92 
7 9 / 0 
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of plants for Small soale Indtistries, teleoommunloatlon e<|alp* 
ments eto* 
The validity of the f rade and payments Agreement of June 25* 
196o# '' was extended for a period of one year. The Schedules of 
eiqports and Imports were unaffected. Hungary played a crucial role 
In promoting India*8 economic development and continued supplying 
and setting-up scientif ic and engineering projects In India. Dnder 
the new trade and payments agreement signed on November 22| 1963 § 
between the two countries» which Is to remain valid up to 1970) 
the composition of India's trade with Hungary changed considerably^ 
India started e^^ortlng to Hungary items like manufactured indus-
t r ia l and chemical products and other engineering goods. The 
main items on the l i s t of exports from Hungary to India are rolled 
steel products! alloy and special steelf machine tools, organic and 
inorganic chemicals» man-made fabrics and hea^ engineering equip-
ment etc. 
6. POIAIDj 
UkB other Bast European countries poland is also a member 
of G(MSCON which has coordinated economic activit ies among these 
countries. In the early years of India's independence, the trade 
with the Poland was-a«/eagre.Although the f i rs t trade quota 
agreeiaent between the two countries was concluded in April 
i t was not until 195^-55 that a trade agreement was signed which 
k 
encouraged the rapid eicpansion of trade between India and Poland. 
1. See India's Trade Agreements, 19^8, p .1^ . 
2. Ibid. 
3. Bee Sen, Sunanda, op, cltt p.55 
h. Ibid. 
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0nti l l the middle of th& 19?0*s Polish trade had been lagging 
for behind her overall economic development."^ which can be attr i -
buted to the ved state controlled economy to attain certain desi-
red objectives* The restraints were also applied in view of the 
general programmes and priorities of the Soviet bloc in regard to 
their production fmd trade 
With a view to promoting trade relations between the two 
countries on a Imlanced basis and expanding the colume of trade 
between them, a trade agreement was signed in New Delhi on April 13t 
1959 which is known the Shipping Services Agreement^ and the two 
countries were reponsible for the operation of their ships* Accor-
ding to the 1951 trade-quota arrangements sterling was the medium 
of transaction and the balance was to be settled throui^ the poli-
sh Transferable Sterling A c c o u n t T h e trade and payment 
agreement wa^  complete in the sense that i t specified the payments 
provision* The supplementary payments protocol signed on March,12 
1958 was perfectly specific so far as the payments arrangements 
were concerned* A special payments procedure was agreed upon 
and the Narodowy Bank Polski of the polish peoples, Bepublic 
opened a special Trade Development Account with a commercial bank 
in India which was authorised to deal in foreign exchange and the 
rupee proceeds of imports of essential machinery from Poland were 
1* Ibid| see also 0*11* Bconomio Survey of airope, 19571 
ch* yi , p*2* 
2* Ibid. 
3* Ibid} P.5W. 
K Ibid. p.7* 
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ei^edlted to this aooount. The amount so -creditad was utilised by 
Poland for the payment of specified ejqportable commodities from 
India, 
ftje new trade and fajment Agreement signed on Hovemlier 2^1959 
made some laore eoa^rehenslire arrangements and a l l payments of a 
commercial and non-commercial nature were to effected In nbn* 
convertible Indian n;^ee8 through the special account opened and 
•i 
operated by the larodowy Bank Polsld on the lines similar to those 
Indicated In the protocol to the agreement with Cahechoslovakla. 
fhls agreement was concluded for a period of three yeaxn being 
effective from January 1j 1960 but was extended for a year more 
ending on December 311 1963. ^de r the long Term Trade and Payments 
Agr&emeat signed between the two countries which became affective 
from January 1| 196V ^ and remained valid up to December 31 #1968 
trade has Increased to a great extent and eiq^orts has Increased 
and diversified* In addition to the traditional goods India also 
exposed engineering goods| text i le machinery and accessories| 
machine tools and various other engineering products Inc i t ing dlesel 
engines. Poland supplied mining machlneryy machine tools^ tractors, 
\ 
sthc ahd rolled steel products Including alloy and special steel 
and generating equipment etc. 
I t Is Important to note that Indo*Pollsh trade relations 
followed the general pattern of India's trade with other Sast 
Mropean countries. But though soft currency treatment was guaran* 
teed In 1 9 5 1 t h e most Favoured HatIon treatment was not accepted 
on a bilateral basis until 1959* 
U See India's frade Agreements, 1968, p .2^ 
2. Sen| p.55* also India's frade Agreement 
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7. HOMANIAt 
fbr m long time India and Bumanla have iieen maintaining 
firtendljr trade relations* The f i rs t trade and payment agreement 
between the two eoimtrles was ooneluded on March 23, 19^ ^ and 
remained ef fect ive with some subsequent extensions t i l l April|t959* 
On Hay 1959 a new trade and payments agreement was a l^ed 
aiming at a larger trade turn-over between India and Ronania 
every year*^ tinder this agreement a l l the payments for the gsods 
imported and eiiported wefe made in inconvertible Indian rupees 
through speelal accounts opened and operated by the State Bar^ of 
the Eumanian*s people's fiiepublie on lines similar to those Indica-
ted in the protocol of the agreement with Czechoslovakia*^ Only 
July 23» 1960 the agreement of May 23f 1959 was modified to delete 
zincore from the export l lst*^ -Apart farom the generally accepted 
objectives of the bilateral agreements i*e*| trade promotion and 
the inclusion of MM treatmentt the Rumanian Qovemment was also 
assured a soft currency treatment from India in Harchf 195^*^ The 
agreement of December, 1958 included the convertibility of sterling 
and soft currency treatment ceased to be significant; the May|1959 
Trade and Payments agreement did not include the soft currency 
ibrexamplei i t was specifically mentioned that ^within 
the currency groups there would be no territorial discrimination 
and accoafdingly applications for licenses of imports of goods from 
Poland into India would be treated equally favourably with those 
from the soft-currency areat saving any exceptional commitment under 
any particular trade agreements.** 
I.See Sen, Sunanda, op, olt}p*87* see also Beport on Currency and 
Btnance. 1953-5*<'* 
2.See India's Trade Agreements, 1955 and I960, 
3•See Eeport on currency and Finance, 1959-60. 
^.See Report on Currency and Finance, 1960-61. 
5«See Sen, Sunanda, op,cit{ p.88. 
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provision-1 Under this agreement both the countrlefl were also 
required to make the astxliaafli j^osslble use of their shipping ser* 
vices 
A very comprehensive tz4de and Payments i^ greement concluded 
on November 30, 1962 provide^ for the continuation of a l l pe^ yiaents 
of commercial and non-comoiej^ cial nature In non-convertible Indian 
ri^ees* fhe schedules of exports and imports for each eltlender 
year were revised, modified and extended to include certain new 
articles after mutual consultations*^ 
The new trade arrangements made on March 2, 1966 between 
the two count ties, which were In terms of the trade and payments 
agreement concluded on November 30, 1962, provided for a ten per-
cent Increase in total trade between India and Eumania«^  According 
to the trade arrangements for 1967 signed on October 6, 1966 which 
were also in terms of the trade agreement of Hovember 30t1962,the 
trade was expected to be of the order Bs. 32 crores during the 
year 1967, I t showed an increase of 15 percent over the trade 
level achieved In 1966. 
Under the bilateral agreement signed on Octolier 6, 1966, 
the main items of India's jkports are fertichiew Hetorolium pro-
ducts, chemicals, dril l ing equipments, capital goods, and machinery 
etc# In exchange India supplied coffee, spices, iron ore, mica, 
cotton textiles, jute manufactures, chemicals, engineering and 
manufactured goods etc. The l i s t of the commodities can be 
modified, extended or renewed for each calender year by exchange 
1. Ibldt 
2. Ibid. 
3. See Heport on Currency and finance, I962-63. 
K See Report on Currency and Finance, 1965-66. 
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of letters between the two Oovemments* 
8. mosuv iA t 
Indians trade and eeonomlc relations with Xugoslavla date 
back to the early years of India's Independence* Diplomatic re-
lations between the two countries were established on Beoember 5f 
19^ 8 and the f i rs t trade (quota) agreement was concluded between 
the two countries on December 29, The trade quota agree-
ment remained effective with annual extensions upto June» 1963« 
On July 1953* a non»quota trade agreement was signed speci-
fying the use of rupee or sterling for financing the trade between 
India and Yogoslavla.^ 
The f irst trade and payments agreement concluded on June 19i 
1957 was a protocol to the agreement of March 31» 1956 and I t amen-
ded the payments procedure completely. According to this agreement 
a l l the payments of commercial and non-commercial nature were made 
In inconvertible Indian rupees. For this purpose the National Bank 
of the Federal people<s Republic of Yugoslavia maintains a central 
account with the Reserve Bank of India and at i ts discretion with 
one or more commercial banks in India authorised to deal In foreign 
exchange's Any balance remaining In the rupee account are cleared 
by the purchases of either Indian or XUgoslav goods as the case may 
be. 
A long-term trade and payments agreement was signed on 
October 13f 1962 and remained valid for a period of f ive years 
from January 1, 1963 up to December 31» 1967-^  I t provided for the 
1. See Sent Sunanda, op, c l t ; p.79« 
2. Ibid. 
3. See India's Trade Agreements, 1968 p.357. 
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continuation of a l l payments of a commercial and non*commercial 
nature in non-convertible Indian rupees. The schedules of eiports 
and imports were revised and joint ventures in trade, commerce and 
industry were envisaged, tinder this agreement the goods available 
from India to Yugoslavia were texti les, woolen fabrics, leather 
manufactures, plastic goods, sports goods, linolium, text i le machi-
nery and accessories and light engineering goods including sewing 
machines etc. India purchased from Yugoslavia, among other things 
petroleum products, caustic soda and soda ash, chemicals for texti* 
les and leather industry, basic materials for dyes, pharmaceuticals, 
rawasbestos, tool and alloy steel, texti le machinery, cables, machine 
tools, cranes otc. 
A joint committee for the t w countries was formed. The 
main function of this committee is to review the progress'and 
proopects of trade between India and Yugoslavia and examine the 
di f f icult ies arising between them in regard to trade expansion. 
The committee meets from time to time to devise ways and means in 
order to overcome the di f f icult ies In trade, to formulate annual 
trade plans and to review other all ied maters. 
Consequent on t he devaluation of the Indian rupee on June 6, 
1966, a protocol was signed between the two countries July 16,1966. 
I t specified that efforts should be made by both the Governments 
for expanding the trade relations between India and Yugoslavia. 
But the Yugoslav government did not agree to some extent to purcha-
sing Indian goods at the devalued rate and the result was a huge 
defecit in India's trade with Yugoslavia and enormous accumiaation 
og tuprrd in yhr swounyd msinysinrf by Yugoslavia. It is a hea-
rtening to note that due to the ef forts mode by both the Governments 
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and mainly the di f f icult ies realised by Yugoslav Government! I t 
has started again Importing an Increaselngly larger sunount of Indian 
goods both traditional and non-tradltlonal whloh has largely reduced 
the deficit In India's trade with Yugoslavia* 
The state Trading Corporation of India Is also playing a very 
Important role by making periodical reviews of the progress made 
under the trade plans. These detailed periodical reviews are hel-
ping to a large extent in finding out those items showing slow pro-
gress of trade and enabling the country to adopt remedial measures 
so as to ensure and enhance the rapid flow of trade each way* 
. C H A P T E R y 
INDO-USSH TRADE HELATIOHS SINCE INDEPENDENCE 
CHAPTER V 
INDO-USSH TRADE RELATIONS SINGE INEEPENDENCE 
For long time the participation of Soviet tlnlon in India's 
economic development has been considered of negligible Importance. 
This was because In the post-Second World War period, the lESE has 
been fully concentrating on the development and reconstruction work 
of i ts own economy and l i t t l e attention was being paid to the prob-
lems of less developed countries. Another reason was the belief 
of the Soviet Union in the economic benefits of antancy which meant 
'«a complete disregard of the benefit of t r a d e . » On account of 
the small quantum of Indo-Sovlet trade I t was presumed that India, 
trade relations wil l always be greater with the west than those 
of the centrally planned economies. But, as soon as the Soviet 
economy became economically stronger and the question of profita-
b i l i ty from trade received increasing attention, India's friendly 
relations with the Soviet Union came to be realised in terms of 
rapidly growing trade. And, as I t continued paying increasing 
attention to the growth requirements of the Indian economy, trade 
relations with the Soviet Union, were established on a firm, cor-
dial and realistic basis. 
India's trade relations with the Soviet Union have been based 
upon the equality of the two partners, their mutual benefit, and 
avoldence as far as possible of discriminatory measures.^Arrangements 
T^  Pryor, L.Frederic.•'The communist Foreign Trade System,*• 
London, 1963,p.2l4-. See also, Nove, Abe and Donnelly, D "Trade 
with communist countries" London, 196O 
2. See U.N. Trade and Development, vol.VI, part,I.pp. 12-13. 
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were made for t he payments of goods Imported by India from USSR 
In terms of Indian Currency and the trade Is being carried on thr-
ough the bilateral trade agreementS| which means balancing the 
trade between the two countries. Presently there exist special 
and advantagous fac i l i t ies In Indo-Sovlet trade which are playing 
a major role In making the trade relations sound and are greatly 
helping the Indian economy by Increasing the demand for the sophis-
ticated goods now being produced In India* 
The Soviet Union began to trade with India as early as 1921 ^ 
but trade relations could not be established up to 1$h7 because of 
her dependence on British imperialism.^ After India's Independence 
diplomatic missions were exchanged between the two countries and 
their trade relations became stable. However, the volume of trade 
s t i l l remained meagre and i t continued to be so up to the mld-fifles 
owing to the Soviet Union's pre-occupatlon with the development of 
i ts own economy. The only exception was the years when 
Imports from the USSR Increased to Rs. 16.3 crores due to the fact 
that in that particular year the Government of India imported wheat 
K 
alone worth Rs. 9*66 crores. 
As a matter of fact the landmark in the rapidly growing 
Indo-Sovlet trade relations was the f i rs t f ive year trade agreement 
signed on December 2, 19^ 3 between the two countries. Under this 
T» V. Sobolev, "India-Soviet Union Important Trade partners, 
1955-68 in Indo-Sovlet Economic Co-Operation, i960, p.7B. 
2. Ibid, 
3. See The blue supplement on "Indo-Sovlet Sconomic Co-Operation, • 
in the Eastern Economist, vol. VI, No. 10. New Delhi 1 March, 
1962, p. 1. 
K Ibid. 
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trade agreement enough machinery and equipment were provided by 
the QSSH which played an Instrumental role in enabling India to 
launch her programme of Industrialisation. In this way the turn-
over of trade b©t\?een India and the OSSB increased considerably 
reaching nearly HS. crores in 1958. These trade relations were 
further strengthened by the economic agreement signed on February 
2, 1955 for the setting-up of steel plant in Bhilai. I t was fo l lo-
wed by a number of other economic agreements and there are now about 
60 public sector projects In India set-up with the assistance of 
the Soviet Union. 
In November, 1958» a new Trade Agreement (the f i rst Rupee 
Trade Agreement) was signed. The agreement was mutually advanta-
geous and enabled India to import from the Soviet Union the items 
she required like machinery, equipment and other materials which 
were essential for the economic development of Indian economy and 
were payed for In Indian rupees. The agreement also provided an 
opportunity for India to ej3)and and diversify her e3Cports. I t 
further enabled USSR to purchase various agricultural and indus-
t r ia l raw materials and consumer goods needed by the Soviet people 
from India through payment in Indian rupees against the funds 
generated by the USSR for t he commodities imported by India from 
the Soviet Union. The Governments of both the countries agreed 
to develop and strengthen their trade relations on the principles 
of equity and mutual benefit and evolve from time to time such 
devices as were eatpected to bring both the countries closer to 
each other commercially. The total volue of trade during the 
period of this agreement Increased t o about Rs. 122 crores by 
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1963 l « e « i more than double the figure for i960. !l!he agreement 
on regular marine eommunleatlon between the ports of the two coun-
tries concluded on April 6, 19^ 6 further expanded the trade rela-
tions between two coiastrlss. 
fhe third f ive year trade agreement was signed on January 1, 
196*4- aiming at a large esqpanslon of trade between India and the 
USSR. The trade between the two countries Increased to nearly 
Hs. 216 orores displaying a remarkable growth rate, oapeclally as 
compared to India's trade with the advanced capitalist countries. 
The duration of the agreement was extended up to the end of 1970 
and efforts are continuously being made for expanding the trade 
In a way which would help the Indian economy to rid I tse l f of gro-
wth problems and achieve Its basic goal of self sustained economic 
growth. 
As a result of these various trade agreements concluded bet-
ween the two countries, the trade turnover between them Increased 
from about Rs; 11 million In 1952-53 to about Rs» 2163 million In 
1967-68. The trend of India's exports to and Imports from the 
USSR can be seen from the following table for the last 21 years 
TABIE I 
India's Trade Balance With the USSR 
(Hs* Lakhs) 
Years Imports JSxports Trade Balance 
19^7-^ 32 207 4- 225 
19Ua-if9 312 536 + 22^ 
19^ +9-50 1626 536 .1290 
(Contd) 
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Tears Imports Exports Trade Balance 
1950.51 22 13^ + 112 
1951-52 139 692 ^ 553 
1952-53 2h 85 + 61 
1953-5^ 60 115 ^ 55 
195^-55 161 212 1- 31 
1955-56 621 326 - 295 
1956-57 1691 1550 - iifi 
1957-58 2»f27 1666 - 781 
1958-59 1721 2590 + 869 
1959-60 1719 3038 +1319 
1960-61 1587 2881 +129^ 
1961-62 399^ 3221 - 773 
1962-63 586»f 3825 -2039 
1963-6»f mk6 5210 -1636 
196tf-65 7798 7792 - 6 
1965-66 8317 9289 + 972 
1966-67 11380 12337 ^ 957 
1967-68 95812 12051 *2k69 
Souirtsei O.E.A. Basic statistical Material relating to Foreign 
Trade, Production and Prices vol, X, part I I , 1951-52 
to 196W-65 and vol* X, March, I966. Also India's Fore-
ign Trade Stat1stlea with special reference ro Rupee 
payment countries, 1965-66, 1966-67 and Annual Volume, 
part, I I I , December, 1967. 
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Table I shows that hefor© 1053 Indians trade with the USSH 
was Insignificant due to the reasons stated earlier* As soon as 
the Soviet economy became economically stronger I t started draw-
ing up programmes of mutual co-operation and collaboration and es-
plored the possibilities of enhancing the rate of ejq^anslon of trade 
with the underdeveloped countries of the world. Since the expan-
sion of trade was based simply upon mutual benefit and avoidance 
of discriminatory measures, trade between India and the USSR increa-
sed at a considerable rate* While the total volume of trade wltfe 
the USSR was merely about Hs. 2 crores in 1953-5'*-! i t Increased to 
about RS# 237 crores in 1966-67 but declined In 1967-68 to about 
Bs. 216 crores. This reduction in the trade turn-over in 1967-68 
was due to the curtailment of those items of imports from USSR which 
are now being produced in India. The trade has expanded under the 
bilateral trade and payments i^rrangements and the rupee proceeds 
which the Soviet Union generates against the goods exported to India 
are spent on the goods Imported by the USSR from India. 
The USSR st?>plied India with adequate machinery and other 
equipment which was required by the country for her programme of 
industrial development. The dhare of the Soviet Union in the Im-
ports of India's machinery and equipment averaged 9.5 percent in 
1966-67. It was even higher In the case of some types of plant. 
Bbre example in 1966-67 power plant accounted for 21.2 percent, 
o i l drill ing equipments for percent, excavating equipment 
for 23,8 percent, and tractors for percent. Most of the 
machinery and equipment are supplied to Indian State Organisations 
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and departments and thus I t strengthens the position of the public 
sector in the country's economy and the foreign trade and thereby 
has enventual effects on the mitigation of unequal distribution 
of income in the economy. The structure of Indians imports from 
the USSE in terms of percentages can be shown in the table belovs-
TABlfi I I 
Structure of Indians Imports from the USSR (Percentage) 
Items Yearly Average 195^ 
1958 
1959 
1963 
196if 1965 1966 
Madiinery and equipment 59.2 56.5 77.5 67.7 52.1 
Equipment and Materials 
for factories 55.6 h2.B 56.5 Jf6.9 53.3 
Oil Products 0 5.3 5.8 11.7 11. 
Boiled Ferrous and non-
ferrous metals 33.1 10.9 3.6 3.6 3.7 
Fertilizers o.k 1.9 0.1 1.3 
Pulp and Paper 1.7 3.1 2.3 2.9 
Sourcej- D,C.C.I & S. Monthly Statistics of Foreign Trad© of India. 
Table I I shows that the Soviet Onion's machinery and equip-
ments occupied a leading place in India's imports and combined 
with th« technological assistance rendered by the Soviet Union* 
i t played an important role in the country's industrial develop-
ment. In 195^ - when India was in great need of machinery and equip-
ment 0SSR supplied us about 59.2 percent of our total imports of 
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tiiese two times. I t continued supplying m with tbese Items In the 
subsequent years also. Their share declined In 1966 on account of 
the Increase In the country's capacity to produce these Items domes-
t ica l ly . The capacity of the ^ l l a l Iron and steel Mosks has al-
ready reached 2*5 million tons of steel a year and I ts output accou-
nts for 27 percent of the country's total production of steel, 63 
percent of the ra i l and 96 percent of the marketable pig Iron. Most 
of the power projects started In India's Third Five Year Flan are 
equipped with Sovled power generating machinery and electrical appli-
ances. The power generating equipment from the Soviet Union made 
I t possible to commission hug© thermal power stations in Heyvell 
and Patratu and the Bhakra and Hettur hydro-electric power stations. 
The power stations built or under construction with Soviet assistance 
wi l l account for 2? percent of the total electric power which are 
being produced currently in India. 
The Soviet Union is also an Important supplier of agricul-
tural machinery which is urgently required by India in order to 
feed the rapidly increasing population. A long number of the trac-
tors now found working in India's f ields are Soviet made. In 1967, 
a large contract was signed between the state Trading Corporation 
of India and the A l l Union Association Traktro eaqport for the supply 
to India of about >f,000 Soviet tractors. Apart from these, some 
500 tractors were purchased by another firms and a number of agri-
cultural machinery were given by the USSH as a g i f t to India* 
Since her independence India has been facing o i l p2t>blems 
and a large sum of dollars has been spent on the purchases of 
oil-products from the advanced countries• In order to meet India's 
acute needs for Kerosene, petrol and lubricate» the USSH Included 
these new Items In i ts exports l i s t to India on advantageous terms 
to her- Before I96O, no o i l products were being supplied py the 
USSR but table I I shows that they increased from 5*3 percent in 
i960 to 11A percent in India's Imports of o i l products In 1966. 
Soviet assistance In the search for o i l , Its extraction and the 
building of o i l refineries helped India to set-up a strong state-
sector in the o i l Industry thus enabling her to save an enormous 
amount of foreign exchange which was being on the o i l products 
imported from the capitalist monopolies. 
The ITSSR also supplies to India such vi ta l ly important commo-
dities as some types of rolled ferrous metals, zinc, cellulose and 
chemicals* The 0SSR is also supplying about percent of the news-
print required by India* 
India's exports to the USSR Increased about 10 times during 
the period 1956 to 1966* The USSR has Increasingly purchased India's 
traditional goods as can be seen from the following tablet-
TABLE I I I 
Structure of India's Exports to the USSR( Percent age) 
Items3 Yearly Average 
_ _ 
Jute - 0,9 35^ 11 22.6 if.1 
Wbol 12.1 8.1 If. 5? 4u5 3.2 
(Contd) 
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Items yearly Average 
195^ 
1958 
1959 
1963 
196if 1965 1966 
Hides and Skins 15.7 13.6 7.9 6.5 13.2 
Sacks 5.^ 17.2 18.1 22.0 
Jute Packing cloth 3.6 5.2 5.7 5.6 5.5 
Coffee 2.7 3.1 5.t 3v8 3.6 
Tea 27.8 25.6 20.2 21. 12.2 
Spices 10.8 If. If 2.7 h.O 
Cashew nuts 6.3 7.1 7.8 8.0 9.8 
Leather Footwear 3.6 3.2 2.2 1.5 Jf.2 
Source}- Ibid* 
This tablQ shows that Soviet 0nlon is one of the ma^ or 
buyer of Zn<lla*a traditional goods. The exports of jute and 
jute manufacture, eashev nuts, tea, and coffee Increased to 
considerable extent* While upto 1956 no Jute was being In^orted 
by Russia and only per cent of the total exports of sacks 
from India were being taken by 1958, the relative, percentage 
share of both the Items In 1966 increased to U-.l and 22*0 per-
cent respectively. In the recent years there has been a marked 
Increase In the Soviet Unions's Imports of Indian leather foot-
wear and other consumer goods. The USSR In^jorted only 5»58 
lakhs pairs of Indian shoes In 1957 but i t purchased 1.5 million 
pairs in I966. In the same year the USSR purchased from India 
19fOOO storage batteries, 27 million metres of cotton fabrics, 
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a . l a k t i s metfQS of woolen fabrics and many other traditional 
goods* 
India has boon traditionally kno^ as the supplier of 
agricultural products 11H;g teai Jute, coffee« cashevi kernels« 
peanuts, edible oi ls etc*, but during the sixties the share of 
Indians non^tradltlonal goods in her total exports has increased « 
The engineering and the tsanufactured goods are now taking an 
important place in Indians exports. 7he change in Indians com-
position and diversification of exports can be seen from the 
tablesXT & T • 
TABIiS IV 
Changes in the Cdmpoi^ ltlon of India's (percentage of 
total eagjorts) 1953-5'* to 1967-68 . 
ISASS HOW-TRADITIONAI* ITEMS THADITIOML ITSIS 
21 79 
1960-61 28 72 
1967-68 38 62 
Jan-Aug|68 h2 58 
Jan*Aug»67 37 63 
Sourcet- Advance Information Series| Serial No*5, EiB/68-69 0*E*A. 
(Bepartment of Industrial Development) 
Table 17 shows that the exports of India's non-traditional 
items has been continuously Increasing from 1953-5^ and the exports 
of the traditional goods has show a decline* For instance in 
1953-5 f^ the figure for non-traditional items comprised only 21 
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per cent of Jndiia»s t^tal eatports tout In 1967 I t reached neara^ 
38 per cent and even hlgfeer In the year 1968. Table V shova 
the coamodlty-wise breais and the relative Importance of each 
commodity in India's total exports* in 1952*53 no engineering 
and manufactured goods were supplied by India but In 1968 a 
number of manufactured goods and particularly the engineering 
goods were being supplied by our country. Such diversification 
in India's exports is the result of the sophistication In the 
Indian econosiy and consequently her requirements of capital goods 
have changed* IncUa is now emeglng as an Important supplier of 
quality industrial products in the world markets, 
fhe interesting thing to note is that the major part of 
India's manufactured and engineering goods Is being imported by 
the Sdtvlet 17nlon* India has not only expanded her ejqports with 
the USSR but also the structure of India's exports has markedly 
changed with the Soviet Onion. In 1956 the eaqport of this group 
of commodities accounted for only 13 percent of Ihdla's eaqjorts 
to the 0SSE but in I966 i t Increased to about ^5 percent. The 
two countries signed an agreement in 19^ 7 on the supply by India 
to the 0SSH about 100,000 tons of rolled ferrous stock* 1968 
they signed a 3 year agreement on the delivery of 600,000 tons 
of Indian steel to the TISSH* Horeoveri the Soviet tlnlon's increa-
sing demand for Indian manufactured goods has Increased ei]q;}loy« 
meat opportunities in Indian Industries* 
India envoys an Important position among the trade port« 
ners of the Soviet Union from the developing countries* In 19671 
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the USSB ooettpl«d third place as the biggest laporter of Indian 
goods* The in^orta of the Soviet Union fi^a J^dla Inereased at 
a much faster rate than Its Isiporta from the ¥orld as a whole 
and especially the exports of the T j SSR from the developing coun-
tries* The trend In the la^orts of the Soviet Union can be stu-
died from the tables ?I & 
XABas VI 
Percentage increase in the imports of the Soviet Union 
Tear Soviet ]Doports 
as a whole 
l^ om the Develo-
ping Countries 
Prom India 
i960 100 100 100 
1963 125A 121.3 138*5 
196»f 137A 117*1 227*8 
1965 1^ 3^.1 152*6 275*0 
1966 1M).7 163*0 21^*3 
Sourcet* Soviet Foreign Trade Review, vol* Vf Ho,t8, March 12, 1968, 
p*36. 
Table VI indicates that the USSH took i ts major 3P©quire-
ments of inports from India and that these increased at a rate 
higher than that for other developing countries. For example, 
i f the yQ&r 1964 is taken as the base jreart ^^^ figures show that 
while the total inserts of the Soviet Union increased to 125A 
per cent in 1963 and its imports from the developing countries 
to 121*3 per cent the increase in its imports from India in 1963 
was to nearly 138*5 per cent. In the subsequent years the 
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Soviet Union »s Icq^orts Inereased at much higher rate from IncSla 
as eompared to the Imports tvom the yorXd or those from the deve-
loping eountrleSt In 196^ - they to 227mB^ pBT cent from India 
vhlle the Inex^Hse fross tho yorld was.oniy 137*^ per cent and 
even lower In the case of the developing ooiuitrles. I . e . i only 
117.1 percent, the same trend was seen In the year in the year 
1965 ^en the laqports of the 0SSH from India Increased to 275.0 
per cent and the Increase In total imports was only l^fS.I per-
cent and from the developing countries 15>2.6 per cent* 
Table VII shows a more interesting picture and reveals 
the sotind position of Indo-Soviet trade relations. In 
Indians trade with the tissa was so meagpre that the Soviet Union 
did not en^oy any position among the 10 biggest trade partners 
of India. The conclusion of bilateral trade and payments agree-
ments between the two countries escpanded the trade between them 
and In 1967, the total trade turnover between India and the DSSH 
reached such an height that the V^R occupied the third position 
among the f i rs t ten trade partners of India. Moreover in view 
of the sophisticated structure of the Indian economy, the Soviet 
people have now recognised that the trade between those two cou-
ntries wi l l not continue on the old pattern. They have agreed 
to supply such Industrial raw materials as Zinc bat as the Soviet 
Union is i t self short of lead and nlckle and i t Is conimltted 
with the countries of Eastern Europe, the USSE did not agree to 
deliver these Items to India. It has also agreed to supply an 
adequate quantity of sulphur to India and such new items as ammu-
nlum sulphate, harvester combines etc. 
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So far as India's trade with the East European countries is 
concerned the USaa accounts for a significant share of India's trade 
with these countries« The share of the Soviet Union from this tra-
ding bloc in Indians imports increased from 27.9 percent in 1953-5^ 
to percent in 196if=65 but declined to m2.2 percent in 1967-68. 
In India's exports to these countries, the share of the Soviet Union 
increased from 2?*5 percent in 1953*5^ to 5^.2 percent in 196^-6? 
but i t also decreased to 53.3 percent in 1966-67. The reduction in 
India's imports as noted earlier was due to the changing require-
ments of the Indian economy owing to her industrial development and 
the iii5»rov®nents in indigenous machinery. The share of the USSR 
in India's total exports to and imports from the East European 
countries can be studied with the help of the table belows-
TABLE VIII 
Share of USSR in India's Total Imports and Exports from 
East European Countries 19l^ 7-l+8 to 1967-68 (Rs Laks) 
Years Impo- Impo- % Exports Esports to % Share 
rts rts share to a l l USSR 
from from E.E.Coun-
E.E. USSR tries 
Coun-
tries 
207 32 10.6 710 287 ho.h 
19if8-if9 5U8 312 59.9 795 536 60.7 
19^9-50 1997 1626 82.lf if99 336 67.3 
1950.51 h29 22 5.1 309 
1951-52 507 139 27.^ 876 692 78.8 
(Contd) 
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1 2 3 h 5 6 7 
19^2-53 220 2k 10.9 228 85 37-3 
215 60 27.9 h50 115 25.5 
808 181 22.if 212 
19^5-56 1086 621 57.2 529 326 61.6 
3209 1691 52.5 2lif8 1550 72.1 
1957-58 39t9 Zhhr7 61^ .0 . 2J+21 1666 68.7 
19?8-59 3080 1721 3h2h 2590 75.6 
1959-60 35^2 1719 U8.5 k907 3038 61.6 
1960-61 kk31 1587 35.8 ^955 2881 58.1 
1961-62 8762 3991+ 6Mf3 3221 50.1 
1962-63 11013 586^ 53.2 9268 3825 M. I 
1963-6if 12926 52.9 10891 5210 »f7.8 
196if-65 1if386 7798 1^379 7792 5^.2 
1965-66 15668 8317 53.1 I566»f 9289 59.3 
1966-67 23015 11380 h9.h 22577 12337 
1967-68 20301 9^82 h2^2 2259^ 12051 53.3 
SourceI- Accounts relating to the Foreign Trade of India 1952 vol. I I , O.E.A, 
Foreign Trade Statistics, vol. XII , Part I I I , February, 1967» 
Table VIII shows that(among the East toopean Countries) 
the major share of India's exports have gone to the 0SSH. In the 
case of imports also from these countries India mostly imported from 
the Soviet Union, Before the inception of planning, in 19^9-50 
•V 
when India imported from the East European Countries worth H3,1997 
lakhs, 8 2 . p e r cent came from the USSH. This was mainly due to 
the huge imports of wheat from the USSR in that particular year. 
In the iJicceASiv^ y;^rs the share of the USSR up to 195^-55 was 
lower but thereafter i t continuously occupied an important posi-
tion in India's imports from this trading bloc. In regard to 
India's exports the position of the USSR is even more important. 
- wh -
For example, even In the Init ial years of liidla's planning when 
the trade between the two countries was "«ery small, USSR used to 
take nearly $0 per cent of the Indians eicports to the East Euro-
pean Countries. On average, the Soviet Union during the period 
of India's f i r s t three plans has taken about 60 per cent of India's 
exports to these countries. 
The leading position which the Soviet Union has occupied in 
India's trade turnover wi l l become prefectly obvious i f the increa-
se in fodla's imports and exports ie compared with the relative in-
crease in her trade with the industrially advanced countries l ike 
USSR, U.K. and West Germany. Table IX shows the percentage distr i -
bution of India's trade with these countries. 
TABLE DC 
Percentage Distribution of India's Foreign Trade Country-wise 
1951-^ 2 to 1967-68 
Years USSR 
^n^orts Exports 
USSR 
imports Exports 
U.K. 
imports Expo-
rts 
W.GeY-
- many 
impo-
rts 
Esqpo-
rts 
1 2 3 k 5 6 7 8 9 
1951-52 0.1 0.9 30.2 18.1 17.1 25.9 3.0 1.3 
1952-53 negl 0.1 26.0 12.5 20.1 21 .If 2.2 
1953-5^ 0.1 0.2 13.0 17.1 23*5 28.5 5.1 2.2 
1951^ -55 0.3 0.»f 12.5 15.1 23. 32.0 6.2 2.6 
1955-56 0.9 0.5 13.2 1lf.6 25.»f 27.8 8.9 2.5 
1956-57 2.0 2.6 I2A 15.0 25.1 30.1 10.6 2.0 
1957-58 2.5 2.9 15.0 15.8 21.1 27.0 12.1 2.7 
(Contd) 
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1 2 3 If 5 6 7 8 9 
1958-59 1.8 5.2 15.6 16.6 17.1 31.5 2.8 
1959-60 1.8 21.7 15.0 20.3 28.0 12.1 3.3 
1960-61 nif 29.2 16.0 19.3 26.9 10.9 3.1 
•1961«62 3.6 23.0 17.0 18.1 23.7 11.1 3.3 
1962-63 5.2 30.h 16.2 16.3 23.0 8.8 2.6 
• 1963-6^ 5.6 6.6 3V.O 1^.7 ao.6 7.7 2.5 
196V-65 5.8 10.1 37.8 18.5 12.8 20.9 8.1 2.2 
1965-66 5.9 11.5 37.7 18.3 10.7 18.1 9.8 1.7 
1966-67 5.if 10.6 37.6 18.9 8.0 17.5 7.7 2.2 
1967-68 5.8 10; 1 3^.1 17.2 8.0 19.1 7.2 1.8 
Sources- 0 , E # A . Foreign Trade Statistics various issues. 
Theit&bleilX clearly indicates that India's trade with the 
Soviet Onion has increased at a higher rate as than her trade with 
0SSH, U.K. and West Germany. For instance, only 0.1 percent of 
India's total imports was coming from the USSR in 195"'-52 and only 
0.9 percent was the share of the Soviet Union in India's total ex-
ports. In that year, the share of the U.S.A. was 30.2 percent in 
India's imports and 18.1 percent in her exports? U.K. was 17«5 and 
25.9 percent and that W. Germany was 3.0 and 1.3 respectively. 
Both imports and exports continuously rose with the USSR. The 
imports from the USSR increased from 0.1 percent in 195"^ -52 to 
5.9 percent in 1965-66 but declined to 5*8 percent in the year 
1967-68, The increase was even higher in the case of exports. 
They increased from 0.9 percent in 1^51-52 to 11.5 percent in 
1965-66 and i t also declined to 10.1 percent in 1967-68. India 
also increased largely per imports from the USA due to her pressing 
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needs of the industrial development of the economy; i t increased 
from 32.2 percent in 1 9 ^ 1 t o 37«7 percent in 1965-66 and in the 
case of USA too i t declined to 3^.1 percent in 1967-68• But the 
exports to the remained more or less stagnant through out 
the period; they were at 18.1 percent in 1951-52 and slightly higher 
i . e . , 18.3 percent in 1965*66 and declined to 17.2 percent in 1967-68 
The position with U.K. was even worse. There were abundant reduc-
tions in both Indians imports and exports with U.K. India's imports 
with U.K. inM95l-52 consisted about 17.5 percent, but i t declined 
to 8,0 percent in 1967-68. The exports also declined from 25«9 per-
cent in 1951-52 to 19.1 percent in 1967-68. With the West Germany 
the position of India's trade was no better. I t is important to 
note that a l l these figures do not mean that India's trade relations 
are unfavourable with the United States and other advanced count-
ries. What we mean here is that India's trade with the U.S.A. has 
not grown at such a fast rate as i t has with the USSR, And the more 
important aspect of Indo-Soviet trade relations is the increasing 
demand of the Soviet Union for the engineering and manufactured goods 
of India which assists the changing structure of the Indian economy. 
Apart from the lautally advantageous Indo-Soviet trade which 
is successfully being carried on through the bi lateral trade and 
payments agreements one important factor stimulating the trade bet-
ween the two countries was tbe agreement signed in January, 1966. 
According to this agreement the USSR agreed to deliver mchinery 
and equipment on deferred payment basis. The agreement also inclu-
ded the equipment required by the Soviet assisted projects in India 
which have enabled the Indian Industries to make the maximum u t i l i -
sation of their own indigehous capacity and import only those items 
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which are not produced In this country. I t , thus, not only encou-
raged the fu l l use of our capacity but also considerably reduced the 
burden on our financial resources. It was important particularly at 
the time when the assistance from foreign countries was not being 
received to the required extent and the future prospects for aid were 
also unfavourable.Payments under this agreement are made over a 
period of 8 to 10 years and they carry a low rate of interest of 
3 percent. Moreover, under the 1969 trade protocol, the USSR agreed 
to purchase from India a larger quantity of leather goods, handicra-
f t s , automobile tyres, drugs and pharmaceutical products, tea, jute 
bags, wollen knitwear etc. It also purchased an Increasing quantity 
of the engineering goods like small tools, surface grinding etc, 
tnie rapidly rising and mutually profitable Indo-Soviet trade 
was become, in recent years, a controversial subject in our country. 
It has been pointed out that India's trade during the past few years 
kas in fact been decling, 1965-66 was the peak year when the trade 
turnover between the two countries reciched a level of Rs. 277 
crores. Since tha,<!j.^ has continued declining year after year and 
was only worth Rs. 237.20 crores in 1966-67 and Rs. 217.61 crores 
in 1967-68. The position enjoyed by the Soviet Union as the third 
biggest trade partner of India in 1967 was taken by Japan in 1968 
with the trade turnover of Rs. 2U-2.82 crores.^ 
The arguments given against the Indo-Soviet trade stem from 
the fact that the USSR following the devaluation of Indian rupee in 
June, 1966 insisted on retaining the larger shar>e of the profits from 
the revaluation of existing trade contraets. The Soviet Union 
1. All these figures are in terms of post-devaluation rates. 
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got a l l of i ts exports(revalued) to the extent of 57 percent the 
fu l l amoxint of decaluation-but did not agree to revalue Indian 
exports under existing trade contracts by more than h7 percent. 
It is also added that the sale of the surplus products arising in 
the Soviet aided Indian industries wil l be Hjore benefitial to the 
Russian econc^y and these projects are expected to become a part 
of the Soviet economic strategy, The Soviet trade authorities 
continue to of fer India the same goods which the fodian economy 
was in need of a few years ago# They insist on exporting to India 
machinery and equipment of a convential typei earth moving and cons-
truction equipments and o i l products etc. The reluctance of the 
USSa to increase the supply of base metals and fer t i l i sers , parti-
cularaly urea which we require most, is a reflection of India's 
larger imports of tractors and machinery of which the USSR has an 
exportable surplus. 
The major part of the imports frcsn the USSR are on a govern-
ment to government basis. They consist mainly of the machinery and 
equipments for projects established in collaboration with the USSR 
spare parts for them, o i l products and fert i l isers etc. As such, 
the Soviet foreign trade organisation would not be able to develop 
close links with the Indian provate sector. Since the private sec-
tor plays a crucial role in the economic development of a mixed 
economy like ours, the scope of the imports from the USSR has been 
limited. 
As regards the prices of the Soviet commodities one can not 
be certain about them. The economic development in the economy of 
the USSR is achieved basically through the massive utilisation of 
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the caltal Investment, Instead of making Intensive use of the 
capital. Such a process increases the cost of production and 
therefore, the Soviet economy is among the high cost economies 
of the world. Moreover, there is only one export agency cont-
rolled by the State which does not leave any possibility for 
foreign buyers to play one party against another in order to bring 
about the level of prices 6ovn» 
On the exports side also, the Indo-Soviet trade relations 
have been under fierce discussion* The Soviet Union's of fer to 
purchase from India enormous quantities of railway wagons and steel 
in return for exports to India T,0. IB^ f planes and ships has been 
much critisised. It has been pointed out that the steel which the 
USSR is purchasing from us is produced in one of the factories set-u] 
by it f there is therefore no economic .lustification for the USSR 
importing the steel from Ibdia and than exports the same over half 
the world. The Soviet Union finds i t more economic to import the 
railway wagons from India rather than expanding i ts own domestic 
capacity. I t can undoubtedly be Stated that there are some other 
trade partners of the USSR which are in a better position to pro-
duce the railway wagons more suitable to the figorous conditions of 
Siberia, The exports by the USSR of T.U. 131^  planes has also been 
critised on the ground that our technicians are trained in the West 
and they wi l l not be acquinted or at case with t he planes imported 
from the Soviet Union* 
The controversy/Indo-Soviet trade relations gives an impre-
ssion of a hostite attitude towards the Soviet Union, India's trade 
with the West consists of traditional goods and the payments are 
made in terms of convertible foreign currency. The trade with 
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the USSR has expanded through the bilateral trade and payments 
agreements and the day. The rupee trade became popular pol i t l * 
cal motivation entered into the controversy? since then, there has 
always been some element of Ideological prejudice even against the 
pure and sln5>4e commercial exchanges with the Soviet Unions 
mining Indo-Soviet trade relations in the light of the historical 
situation, i t becomes obvious that at the time of the begining of 
India?a Second Five Year Plan, the Soviet Union was the only coun-
try which provided adequate assistance to tedla enabling her to 
make use of her immense domestic industrial potential and creating 
a base for further industrial development by setting-up steel and 
engineering plants in the country. 
Next the problem arose of finding export markets for the 
products of these projects. Very few countries in the world were 
willing to purchase India's new manufactured goods or supply us 
with the machinezT' and capital goods most needed for the mainten-
ance and fiurther development of our Industries, Our manufactured 
and engineering goods are finding a favourable market in the USSR 
as well as in the other centrally planned economies. Moreover, i t 
was the rupee trade which has been the base for the diversification 
of India's exports in recent years. Most of India's trade with the 
rupee-payment countries would not be possible with west due to the 
tarrlf barriers, discriminations, quota system and many other 
unfavourable factoss. Great ef forts are required by India even 
to obtain small concessions and some Increase in quotas. This 
major fact which has always kept India's trade balance ^favourable 
forced our country to discover other markets for the immediate 
Gxport of our new manufactured goods. The contrally planned eco-
nomies offered us important markets not only for our traditional 
- 111 » 
products but also the products from the new units set up» 
Heverthless, I t seems approsiate at this stage to review 
the Indo-Sovlet trade arrangements In the light of certain sig-
nificant developn©nts of indigenous capacity during the last few 
years* In the beginning, Indians Imports from the USSR mainly 
consisted of machinery and equipment which accounted for as high 
as 75 percent of the total Imports from this country; but now, in 
view of the changing requirements of the Indian economy, situation 
has to be changed. At present,the need is obtain a larger share 
of imports of alloy, steel, non-ferrous metals, f er t i l i zer , o i l 
products, news prints, edible o i l and the linports of items required 
for the maintenance of the Soviet-aided projects. On the exports 
side also, while retaining the Soviet markets for the traditional 
goods like tea, tabacco, coffee, oil-cake, spices, ^ute manufactures, 
and cashew kernels, the main expansion in exports Is now more needed 
in non-traditional Items like consumer durables, industrial machi-
mary, railway wagons, steel pipes and tubes etc. 
To sum up, the salient features of Indo-Soviet trade rela-
tions are their steady development, increasing rate of commodity 
exchanges and diversification in India's exports to the USSR. The 
USSR helped India at the time when feardly initiatiated her programme 
of industrial development. We do not know to what extent the Several 
delegantlons which visited the USSR have succeeded in convincing 
the ^ovlet people of the needs of the Indian economy but one thing 
is certain, that " the Soviet Union has reconciled i tsel f to the 
fact that India's Industrial structure which i t helped to build 
wi l l not need commensurate adjustment in the trade structure*' 
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and the assistance, now needed by India ia in the f ield of adva-
nced technology, fhey are now pmihasing a considerable amount of 
India's new nsanufactured and engineering goods, activizing one of 
the worst affected sectors of the Indian economy and in turn crea-
' ting new employment opporttinities in the Sidian industries. I t is 
fut i le to make this subject pol it ical ly controversial, the interest 
of our nation l ies in obtaining adjustments in the pattern of trade 
consistent with India's needs. I t is expected that the overall trade 
of the USSR wil l increase by about £ million in 1^80 as compared 
to £ 11 million in i960. We hope that on the basis of the past 
performance of our trade with the USSR and the assurances given by 
the Soviet Union to the developing countries for the expansion of 
commercial exchanges with!them, India would be able to take a rela-
tively large share of the expansion of Soviet foreign trade and 
that trade relations bet\raen the two countries wil l inform further. 
C H A P T E H ?I 
I N D I A ' S TRADE R E L A X I ( ® S WITH OGCHER SAST S0ROPSAH 
COUM'RIEB S I N C E IMDSPFFIFDENGB 
CHAPTER VI 
INDIA'S TRADE REIATIOMS WITH OIHER EAST HPEOPEAM COUNTRIES 
SINCE iNDEpmmmE. 
India's trade relations with the contrally planned 
economies like the Soviet Union are of comparatively recent 
origin. The trade with the other countries of eastern Europe 
was very Insignificant upto 1955* India's Imports during that 
year amounted to Rs. ^.65 crores and exports were of the order 
of Rs. 2.3 crores only. India has been maintaining good economic 
relations with these countries a fact which Is reflected In the 
rapidly growing volume of trade between Indian and these countries. 
Over the period 1955-67 the total trade turnover between India 
and this trading bloc Increased from Rs. 6.65 crores to Rs. 212.62 
crores, evincing sufficient progress of India's tride which has 
grown on the principles of equity and mutual benefits with these 
countries of Eastern Europe. 
The trade relations between India and these countries have 
largely been the result of the bilateral trade and payments agree-
ments signed with them. These agreements expanded trade to a consider 
able extent and helped India considerably to dlverslfly^ her exports. 
In March, 19^ 9 India concluded her f i rs t trade agreement(quota 
targets) with Czechoslovakia. In 1953, the previous agreement was 
replaced by non-quota type agreement• The later was renewed a 
number of times and a new long-term trade and payments agreement 
was signed between the two countries on November 7, 1963 \rtilch 
became effective from January 1, 196^ + for a period of f ive years 
ending In I968. The total trade turnover during the prelod 1963-67 
Increased from Rs. 33»^8 crores In 1963 to Rs. 56.50 crores In 
1967 between the two countries. 
11»f 
On October 16, 1951+ India signed her fll^st trade agreement 
with German Democratic Republic(G,D,H»). This agreement was to 
be valid up to October 15f 19% but I t was renewed for a period 
of three years t i l l December 31» 1959 and then extended t i l l 
December 31f 196 .^ The 1956 trade agreement provided for permanent 
tradd representatives and enabled both the countries to make the 
optimum use of this shipping fac i l i t i es . The sa®e agreeraebt with 
i ts 195^ protocol was replaced on December 18| 1959 making some 
specific provisions for the payment for i l l commercial and non-
commercial goods to be made in Indian currency. A new trade and 
payments agreement was signed on September 12, 196if ini t ia l ly 
f 
for a periodythrae years, but was extended for one year mo2*e 
untlll December 31t 1968, 
l^th Bulgaria, India's bilateral trade relations were the 
result of the f i rs t trade agreement concluded between the two 
countries on June 17, 1953- The agreement did not include any 
article relating to payments in Indian currency. A protocol signed 
on May 18, 1959 followed the long-term trade agreement of April, 
1956 amended the payments clauses and fv^cllititled payments in 
Indian rupees. The new tride agreement which became ef fect ive 
from January 1, 196U- changed the composition of trade between 
India and Bulgaria, bringing about several changes in the items 
of exports and imports which satisfied the requirements of both 
the countries. 
The f i rs t bilateral trade agreement(quota) between India 
and Hyngary was concluded in April, 19^9. Payments were to be 
made either in rupees or in sterling. This was followed by a 
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number of trade agjpeements signed mainly In January, 1951 and 
in January, but the payaents prodecure continued to be the 
same. In June, 1959 a protocol to the existing trade arrangements 
between the two countries was signed changing the payments prode-
dure in terms of non-convertible Indian currency. New trade 
arrangements were made on June, 25i 19^0 and later on Hovember 
22, 1963 which brought about significant changes in regard to 
the composition of India's trade with Hungary, 
India concluded her f irst trade quota agreement with Poland 
in April, 19^ but the trade between the two countries could not 
grt>¥ t i l l 1955- Under this agreement sterling was the medium 
of transaction. It was on April, 3t 1956 that a comprehensive trade 
agreement known as the Shipping Service Agreement was signed with 
a view to promoting trade between the two countries on a balanced 
basis. This agreement also made some provisions relating to pay-
ments and a supplementa:^ payments protocol signed on March 12, 
1958 specifically that a l l the payments of commercial and non-
commercial nature would be effected in terms of Indian currency. 
Following this, a new trade and payments agreement was signed 
on November 2, 1959 ending on December 31, 1963. Under the trade 
and payments agreement aoncluded between India and Poland, which 
covers a period from 1963 to I968, the trade between the two 
countries increased considerably and has diversified Indians 
exports to Poland. The trade between them, during the psriod 
1963-67, increased from 20.20 crores in 1963 to Bs. ^5.7^ crores 
in 1967. 
The f i rst trade payments agreenent between India and 
Rumania was signed on March 23, 195^  ending in April, 1959. 
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In March, 195^ the government assured the Hamanla>7government of 
soft currency treatment and in 19^ 8 the extension made of 195^ 
trade agreement Included the convertibility of the sterling, 
making the provisions of soft currency treatment Insignificant. 
In May, 1959 a new trade and payments agreement was signed between 
the two countries specially including the payments provisions 
In terras of non-convertible Indian rupees. According to this 
agreement both the countries were also required to make the 
optimum use of thplr shipping services. On March 30, 1962 a 
comprehensive trade and payments agreement was concluded between 
India and Huraania which continued to be ef fective t i l l 1967 with 
some new trade arrangements made from time to time in terms of 
this agreement. During the period of this agreement, the trade 
between the two countries Increased considerably. While in 1962 
India's trade with Rumania amounted to 5.99 crores only, in 1967 
i t Increased to Hs. 8.81 crores. 
India's trade relations with Yugoslavia began in the early 
ye rs independence. The f i rst trade(quota) agreement between the 
two countries wos concluded on December 29f 19^8 following the 
diplomatic mission exchanged between India and Yugoslavia on 
December 5, 19^. This agreement remained valid up to June, 1953 
and on July 1953 a non-quota tr tde agreement was signed 
specifying the use of both the currencies, rupees or sterling for 
financing trade between the two countries. On June 19, 1957 a 
protocol to the agreement of '^ '^ arch 31, 1956 was signed amending 
completely the payment procedure. Since the date of this protocol 
a l l the payments of a commercial and non-commercial nature have 
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being made in non-convertible Indian rupees. In October, 1962 
a new long-term trade and payments agreements was signed which 
remained effective from January 1, 1963 upto December 31 § 1967* 
The total trade turnover during the period of this agreement 
between the two countries Increased from Hs. 20.16 crores In 
1963 to Rs. 27.93 crores In 1967. 
Al l these countries are the members of C0MK50W which 
coordinates the economic activities in these countries in order 
to strengthen their progress and help themselves. India has 
concluded a number of bilateral trade and payments agreements 
with a l l these countries. Under these agreements payments whether 
of a comiiercial or non*cooaaerolal nature are made in inconvertible 
Indian rupees through special accounts opened and operated by 
the Satio hal Bank of these countries with the Reserve Bank 
of India and with Indian Commercial Banks authorised to deal in 
foreign exchange. The rupee balances credited to the Special 
Accounts are utilized for the purchase of comrBodltles from India. 
yjv 
Balances I f found at the t ^ e of -Intimation of the agreement are 
adjusted by the purchases of Indian or the goods from these 
countries as the case may be. 
As noted In the case of USSR India's trade with these 
countries also Is characterised by Its low level and rapid 
rate of growth. While the trade was too low to plajr any l35>ortant 
role t i l l 1955, In 1967 I t Increased considerably and has played 
v i ta l role In supplying essential requlremebts of Indian economy 
and has diversified her exports. The rapid expansion In India's 
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trade with these countries has been the result of the bilateral 
trade and payments agreements oondluded with these countries 
mostly after. Tbe trend in India's imports and exports can 
be shown In the table I . 
The table I shows that during the peiiod 19lf7-55 India's 
trade with these countries continued to be relatively smalli but 
from 1955 onwards the trade between India and this bloc rapidly 
Increased* While India's trade with these countries in 19^ 7 was 
c 
laerelor of the order of Hs. 598 lakhs and slighjLy higher in 1955 
i . e « ; Hs. 668 lakhs i t rose in 1956 to the level of Rs. 2116 
lakhs and continued rising rapidly to the level in I 9 6 7 of Rs. 
21262 lakhs. 
This table leads to certain very interesting conclusions, 
(a) Up to India in5)orted most of her requireme ts from these 
countries of Soviet bloc. The l ^o r t s from the USSR were few 
because of Its pre-occupatlon with the reconstruoapn and develop-
ment work of its own economy. The Soviet Union was not in a 
position to pay much attention to the growth prfliblems of under-
developed countries (b) In l^h? India's imports from these countries 
was 89.If percent and they continued to grow unti l l 195^ with some 
dbLminttion; i t was 77*6 percent in 195V. The yeir 19^ was the 
exeeption when India imported a very substantial quantity of 
wheat worth Rs. 9-66 lakhs from the USSR. India's imports from 
these countries In 19^ +9 amounted to only ly.M- percent. From 195^ 
and oDsrards the share of these countries f e l l to about 50 percent 
of the imports of East European countries. The USSR began accounting 
for the major share of India's trade with this trading bloc. 
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TABLE I 
India's Trade Balance With Other East European C3ountries 
to 1967-68 
(Ra. lakhs) 
Years loQ^orts % share of imports 
from E.E, countries 
Ejcpprts % share of Trade Balance 
exports from 
E«E. countries 
1 2 3 h 5 6 
l9if7-i+8 175 89 ^23 59.6 + 21+8 
236 lfO.1 259 39*3 + 23 
19^9*50 371 17.1 163 32.7 - 208 
1950-51 1^7 175 56.7 - 232 
1951-52 368 72.6 18>+ 21.2 - 18V 
1952.53 196 89.1 1if3 62.7 - 53 
1953-5»4- 155 72.1 335 + 180 
195 -^55 627 77.6 2«f3 53A - 38if 
1955-56 h6$ »f2.8 203 - 262 
1956-57 1518 598 27.9 - 920 
1957-58 1372 36.0 755 31.3 - 617 
1958-59 1359 83^ Zh.h - 525 
1959-60 1823 51.5 1869 38.1+ + he 
1960-61 28Mf 6if.2 207^ M.9 - 770 
1961-62 if768 5^-5 3222 i+9.9 -15^ 
1962-63 W6.8 6Mf3 58.9 +129^ 
1963-6»f 6080 5681 52.2 - 399 
196»f-6^ 6588 ^5.8 6587 if 5.8 - 1 
1965-66 7351 >+6.9 6375 W0.7 - 979 
1966-67 11635 50.6 102>+0 »+5.5 -1395 
1967-68 10719 57.8 105^3 he.? - 176 
Sourcei- Compiled from Report on Currency and Flnande to 1951-52 
and India's foreign Trade Statistics with special ^ferance to 
Hupee Payments countries from 1965-66 to 1968-69. 
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(o ) Before tb0 conclusion of bilateral trado and payments agree-
ments there'used to exist vide Imbalance In India's balance of 
payments with these countrles» but since 1958 the trade between 
India) and these countries has almost settled on a balanced basis. 
Among these countries Cssechoslovafclat East Germany, Yugo-
slavia and Poland occupy very Important positions and their trade 
with India has considerably gro^* The position has also proved 
with Hungary, but India's trade with Rumania and Bulgaria is s t i l l 
low. During the period 1955-67 while India's trade with Gzechoslo^ 
vakla increased from Rs. ^22 lakhs to Bs. 57^8 lakhs, with Bast 
Germany from Hs. 39 lakhs to Bs. hi87 lakhs, with Yugoslavia from 
Rs, Ml- lakhs to Rs* 2793 lakhs, with Poland from Rs. 76 lakhs to 
Rs. ^57^ lakhs, with Hungary from Hs. W9 lakhs to Rs. 2^5^ lakhs, 
with Rumania and Bu^girla i t Increased only from Rs. 33 lakhs 
to Rs. 881 lakhs and from Rs* 5 lakhs to Rs. 590 lakhs respectively. 
This does not mean that India's trade with Bumanla and Bulgaria 
Is Insignificant. Both the countries have played a useful role 
In promoting India's economic development* While Rumania supplied 
us with o i l at the crit ical time, Bulgaria has substantially 
increased her demand for India's new.products. 
In terms of their relative shares also, the position of 
these countries in India's global Imports and exports has been 
of high order and the trade has steadily grown. The percentage 
share of these countries taken together as well as separately can 
be shown In the following tables I I and I I I . 
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TABLE I I 
Percentage Share of Otber last j&iropean Countries In 
India's Imports and exports In selected years* 
Tears Imports S3q>orts 
0.3 0.7 
1955-56 0.7 
1957-58 1.2 Uh 
1959-60 1.9 3.0 
1960-61 2.5 3.0 
1962-63 7.6 
1961^ -65 5.6 7.5 
1965-66 5.3 7.7 
1966-67 5.5 8.7 
1967-68 6.3 8.8 
TABLE I I I 
Percentage Share of Individual Sast European Countries(excluding 
tl*S*S*E«) in Indians Imports and Bxports* 
Country 1955-56 1958-51 
Imp. Exp, Imp. Bxp. 
1960-61 
Imp. 
1963-6»f 
Imp, Exp. 
Bulgaria O.OOif 0.003 0.01 0.02 0»0h 0.03 0.30 0.36 
CzechosloTa 
kla. 0.^2 0.22 0.60 0.70 0.80 1.10 l.iK) 2.0»f 
B* Germany 0.055 0.003 0.20 0.22 0.20 0.50 0.80 1.30 
Hungary 0,06 0.01 0.1*1. 0.13 0.17 0.20 0.5^ .0.76 
Poland 0.06 0,05 0.30 0.20 0.60 0.60 0.90 1.20 
Rumania 0j05 0.002 0.06 0.08 O.M) 0.20 0.20 0,k0 
»agoslavla 0.30 O.Ol^  0,20 0.20 O.UO 0.50 0.90 1.20 
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TABLE 111 (Contd.) 
C^VXKTRY 196TF-*65 1 9 6 5 - 6 6 1 9 6 6 > 6 7 1 9 0 7 - 6 8 
l!Gp« Imp* msp* Exp. Imp* Bxpi 
Bulgaria 0.20 O.w 0.29 0.26 0.20 O.VO 0.097 0.33 
Czechoslo-
vakia. 1»66 1.90 t . B 1.96 1.61 2.if7 1.38 2.if3 
S, Germany 0»70 1.60 0.93 1.62 0.97 1.67 1.09 1.79 
Hungary0 .60 1.10 0.5^ 0.85 0.63 0.98 0.59 1.07 
Poland %80 1*30 0.98 1»12 6.86 1.16 1.20 1.83 
lumania 0.10 o.ko Oil5 0.55 0.20 0.51 0.23 0.35 
lUgoslavia nM ©.85 1.38 1.07 1.63 0.$2 0.97 
Soareoj- In both tables flgux^s froia 1953 to 6h and from 1955 to 
respectlTely have feesn t-ak i^! ft*©® India»ji trade with East Europe, 
A study by th® indiMi Institute of Foi»elgn Trade (1966)» Hgureg 
rdlatlijg to th© later years in both th® tibles have been compiled 
from 0.®*C. Basic statistical Material Helating to Foreign Trad®, 
Production snd Pric©3 ttoI X Part XX Marchj 19 ^ ©^ and 1967'» 
Tables I I and l l lalao show a similar result* The trade 
with a l l these countries in terms of percentages shows a steady 
rise fr<»B 1953 onwards, except 196^ when India's trade with these 
countries remained stagnant following contraction in India's 
impo '^ts from these countries and rapid expansion of trade with 
tJSSH. In 1953 India imported only 0.3 peraent of her requirements 
from these countrles| in 1967 i t stood at 6.7 percent. Similarly, 
on the esqjort side India's exports to these countries amounted 
to only 0.7 percent in 1953 but had Increased to 8.8 percent 
in 1967. So far as the position of individual countries is con-
cerned, i t appears from table I I I that India's trade with Rumania 
t * 
and Bulgaria has been very small, increasing from 0.05 percent 
to 1955 to 0.23 percent in 1967 in torats of imports and from 
0.002 percent in 1955 to 0.35 percent in 1967 in terms of exports 
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with Rumania. Over tha same period India's trade with Bulgaria 
increased from O.OOU- percent to 0«097 percent in terms of imports 
and from 0.003 percent to 0.33 percent in terms of ejEports* Czecho-
3lovakla amordg these countries holds an importarit position. India's 
trade with I t Increased from 0.^ -2 percent In to 1.38 percent 
In 1967 in terras of Imports and from 0.22 percent In 1955 to 2.if3 
percent In 1967 In terms of exports^ India's trade with the other 
counJitrles also Increased to a considerable extent. 
The importance of India's trade relations with these 
countries l ies in the fact that they rendered a great service 
by making available a considerable quantity of machinery and 
equipment at the crit ical time when she wanted to create a base 
for the future Industrial development of the country. The main 
items of Imports supplied by these countries are petroleum and 
petroleum products, chemical elements and compounds, Dyeing, 
Tanning and colouring materials, paper and paper boards, news-
prints, Base met lis. Machinery including electricalmmachlnery 
transport equipment etc. The share of these countries in a l l 
these items of our Imports has Increased rapidly. Details of the 
Increase in India's imports of these items from other East 
European Countrles can be shown In the table I?. 
Table IV shows that while the total trade turnover of 
these Items of Imports from these countries was almost negligible in 
1953; In 1967f they occupied a significant place in India's imports. 
India did not Import petroleum and petroleum products untlll 
1959-60 but In 1967 the Imports of these products amounted to 
Rs. 386 lakhs manlly coming from Rumania. Regarding the machinery 
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including Siectrlc raacbinery ^ i l e the total Imports from these 
countries in 1953 was dnly Hs* lakhs in 1966 i t was of the 
order of '+995 lakhs. Over the same period the imports of 
othsr iteias also inereased rapidly. For example, Base metals 
from Hs. 12.3 lakhs to Hs# 1509 lakhs(1965), Transport equip-
ments from Rs. 3 lakhs to Rs. koh lakhs. In respect of f e r t i -
l i zer manufactures, our import;s declined to Ka» 133 lakhs in 
1963 compare to the preceding year but rose again and reached 
to Rs# 3^*4' lakhs in I966. Imports of rubber manufactures also 
declined because of spqie improvements in the indigenous capacity. 
More important are the items of exports to these countries. 
In view of her persistent unfavourable balance of trade India 
had to seek other avenues for her exports. However, India got 
an opportunity to develop the trade with the other Bast European 
Countries because both the partners were In need to develop 
their trade d>n these lines. They have purchased a substantial 
quantity and are Increasingly demanding our semi-processed and 
processed godds, and the manufacturers of our new Industries. 
On our balance of trade. The trend In India's exports to these 
countries can be shown in the following table 
Sourcet- Compiled from Heport of Economic Advisor to the Govern-
ment of India, Foreign Trade Statistics Annual volume, 
VIII , Part I I I , 1961-63. Vol. XI, Part I I I , 196^4-65. 
Vol. XII, Part I I I , 1965-66 and volume XIV, Part I I I , 
1966-67.A180 from O.B.A. India's Foreign Trade Statis-
tics with special reference to Rupee Payment Countries 
vol^ XII, Part I I I , February, 1967. 
Notet- Figures for the year I966 are in terms of post-
devaluation rates. 
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Table V shows that while the export of tea to these count-
ries was negligible t i l l 195>3j I t increased to Hs. lakhs in 
1967» The exports of Jute manufacture® Increased from 1 lakh 
in 1953 to Hs. 2092 lakhs In I966. The export of cashew Kernels 
and ddffee was ni l in 1953 but increased to Hs« 6O9 lakhs and 
Rs. 708 lakhs in 1966 respecti'/ely. Tobacco manufacture, pepper, 
cotton,piece goods, Footwear, and coir and coir manufactures 
have also found a good place in these markets. The export of 
cotton piece goods to these countries, which was nil in 1953 
increased to Hs. 225 lakhs in 196^ - but declined in 1965 to Hs. 
157 lakhs. Sixports of pepper increased from Rs. 6.1 lakhs in 
1953 to Rs. 2h7 lakhs in I966, The most significant part of India»s 
trade relations with these East luropean countries is their 
increasing demand for the engineering goods of India like Metal 
lianufactures, llachinery including electrical machinery, transport 
equipment and a number of other engineering goods. They have also 
purchased a larger quanltity of several Handicraft goods and 
articles like footwears, rubber tyres, and tubes etc. In I966, 
Czechoslovakia purchased from India machinery, appliances, mechine 
parts n.e.s. worth Rs. Slakhs, Metal working machinery worth 
Rs. 7 lakhs, tools for use in hand or Inmmachine worth Hs. 35 
lakhs. lugoslavia in the same year purchased from India iron 
and steel bars, rods, aggies, shapes & sections amounting to 
Rs. 86 lakhs, power generating machinery other than electric 
Rs. 8 lakhs, texti le a leather machinery Rs, 8 lakhs and road 
motor vehicles Rs. 2 lakhs. ^Jimilarly the dther countries from 
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this region are Increasing their demand for our engineering and 
manufactured goods. 
The trade with these countries has also been brought 
under sever© criticism by a segment of our people. It has been 
pointed out that the present pattern of India's trade with these 
countries of the Eastern bloc might lead to some serious balance 
of payments problems. They continue supplying us mainly with 
chemicals, base metals, machinery, transport equipments ani^ 
in the case of Rumania, o i l . The Imports of the e items are ^111 
being largely met by the export of our traditional goods including 
tea and jute manufacture. The export of these goods also form the 
ma^or part of our export to the West and the export of traditional 
goods cannot be increased to these countries beyond a certain 
point which would otherwise make our goods in the traditinal 
i 
markets In competitive owing to the consequents danger of prices. 
Cases have been noted in regard to the export of cashew nuts and 
jute goods that in the event of the rises in price of these 
goods in the hard currency markets, the East European countries 
have re-exported these goods to Western Europe through "Switch 
deals" in competition with Indian exports directly. 
The opponents of India's rajijid^ expanding trade tdLth 
these countries are of the view that i t was advantages to India 
in the early stages of her planned economic development when 
Indiai needed seml-suphlstlcated goods In return for liradltlonal 
goods which could spared without any di f f iculty . Mow, India's 
requirements have altogether changes due to rapid expansion in 
her own industrial capacity. India does not need the comentlonal 
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type of machinery and equipment. Tbe problems of heavy loan 
repayments Is posing additional burden on our trade with these 
countries. In some cases we have built up large deficit as a 
result of our Inability to jsatch the supply from these countries. 
In the case of Czechoslovakia, the adverse balance rose to as 
much as Hs. 8.15 crores in 1962 and between i 1955^65 the total 
trade deficit had gone up to Bs. if2.15 crores. In their ojkinion 
the question of prices with these countries is also a matter 
of serious concern. The production in these centrally controlled 
economies Is carried on by the massive utilisation of the capital 
investment and therefore they are considered to be the high cost 
economies of the world. Under these circiaastances, the prices 
changes might apparently seem to be favourable but could even 
have adverse impacts on our balance of trade. 
The question regarding the significance of India's trade 
relations with these countries of Eastern Europe has to be 
examined in terms of the crucial role played by them in finanding 
India's essential Itaporfes mostly needed for the industrial 
development of the country in its early stages* India found a good 
market In these countries for her traditional as well as the 
engineering & other manufacturing goods which necessarily have 
favourable effects on the future repayments problems. It wi l l 
also enable India to supply more traditional goods to our 
traditional markets and the imderdeveloped countrlesi and thus 
earn an Increasing amount of free foreign exchange. The v i ta l role 
of India's friendly trade relations with these countries should 
in no cireumstances be undei^timated. 
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Moreover at OliCTAD I I they have also accepted In principle 
minimum multilateralism in trade and payments arrangements in 
oi^er to remove the laibalance in India's trade with these 
countries. The f i rs t step frora bilateralism to aiultilaterallsm 
has been taken via trilateralism, the suggestion made by the 
India's delegation headed by Mr. Shafi Qureishif Deputy Commerce 
Minister in Novemver, 1968. The dellgation visited the four 
countries of this trading bloc namely Poland, Hungary, Huraania 
and Bulgaria and at enabling India and these countries to expand 
their e:^orts advantageously. i\ccording to the tr i lateral trade 
arrangements India can purchase the items of her requirements 
from a third country, say, U.A.R. which is also the trade partner 
of these countries and fcdia, in return for her imports from the 
third country, while export to these countries. The importance 
of the searrangement l ies in the fact that these countries lack 
key industrial r w materials and some significant raw materials 
are available in Horth Africa which is friendly to us and also 
an importer of East European Countries. In this way, India and 
these countries can expand their exports which would be muitially 
advantageous to both. 
The four countries also agreed to the another suggestion 
made by the Qurelshi mission in regard to the role of the"trans-
ferability of funds with one another among these countries. The 
idea is to assist the country from this bloc which has a small«.^  
rupee balance with India but requires longer amount of Indian 
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exports. The country with small rupee balances can purchase 
from India agalnat the rupees generated by an other country from 
this region. This wi l l not only rcduced the imbalances in India's 
trade with these centrally planned economies but also provide 
an increasing liquidity for the expansion of trade between India 
and the East European countries. Follow-up ?n©a sures epecifjring 
the need of India's imports and the possiblity of her exports 
to these countries are urgently needed for the successful 
implementation of these suggestion. 
C H A P T E R VII 
THE GAIIS FHOM INDIA.iS THADE WITH THB SO¥IST UKION AND 
OTHEH SAST MR0PE.4B COUOTtISS VIS-A*VIS USA 
UK AND WSST GERMANY 
CHAPTER VII 
THE GAINS FHOM IMDIA'S TRADE WITH THE SOVIET UNION 
AND OTHER EAST EUROPEAN COUNTRIES vis-a-vis USA, 
UK AND WEST GERMANY 
Undo-ubtedly, multilateral trade benefits a l l the countries 
at different stages of economic growth and maximises the real in-
come of the world. But this is true only under the •'ideal condi-
t ions ' ' assumed by the classical trade theory. Under the rapidly 
changing conditions of the world particularly after 1930's depre-
ssion forces in the international economy have strongly operated 
f 
to escaeerbate the growing international inequality in the income 
between the rich and poor countries of the worldJ Trade through 
Singer is of the opinion that foreign trade and investment has 
heunpered the progress of the poor countries and permitted them 
to specialize only in the production of primary goods in which 
they enjoyed comparative advantages. It further diverted the 
poor economies from engagement in manufacturing activities 
which offer more scope for economic progress because o f 'tech-
nical progress, internal and external economies'' and enable 
the underdeveloped countries to have a mechanism by which 
•'one thing leads to another,'^ Singer goes on to say that 
eversince the Seventies the trend of prices has been most 
unfavourable to the exports of raw material and food and 
favourable to the sellers of manufactured goods. Moreover, 
he argues that the capital exporting countries have enjoyed 
a greater share of the cumulative multiplier effects of foreign 
investment resulting from the enormous profit remittances abroa<3 
Myint, however stresses the effects of the secondary rounds of 
activity through the multiplier-acceleration mechanism which 
takes place in response to the increased demand for manufac-
tured goods; but i t need not be retained In the industrial 
countries alone. The ''leakages' ' wil l occur and enable the 
poor countries to expand their production of raw materials 
required by the manufacturing sector of the industrial coun-
tries so long as the primary producing countries enjoy compara-
tive advantages in the production of raw materials and foods-
tuffs* But on the whole, he argues that '• Semi-empty" coun-
tries have taken a smaller share in the, international, trade 
than that, which Mght have been \ ^ P f P ® ® classical 
theory attrilffutaTO to the monopolistic factors and the insti-
tutional rigidities In the domestic economic structure of the 
(Contd) 
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Multilateral trade arrangements is superior to the bilateral trade 
but the primary conditions should prevail for the proper applica-
tion and development of multilateral transactions.^ tJntil the 
circumstances favour the universal application of the multilateral 
trade system the bilateral trade mechanism wil l serve a very useful 
purpose in international trade i «e , by increasing the flow of trade 
both ways.^ 
(Gontd) 
underdeveloped countries and''have held down the returns and e f f i -
ciency of the domestic factors.•« Meier has criticisSd Myrdal*s 
contention that international trade increases leads to greater 
inequalities in the income between the industrially advanced and the 
poor countries by creating unbalanced inteznational forces and in the 
long-terrSf adverse ter^a of trade. He argues that foreign trade and 
investment does not interfere with domestic investment; i t rather 
enables the poor countries to mobilize more savings and have domes-
t ic transformations. Sven i f the poor countries does not make pro-
gress. this should be attributed to the prevailing socio-economic 
conditions of the poor countries rather than the unabalanced inter-
national forces. However» the underdeveloped countries are not 
being benefited to the optimum extent. They face numerous problems 
in their trade transactions with the advanced countries and the 
demand for their primary goods is income inelastic. International 
trade played a crucial role in the economic development of under-
developed countries but i t has lost i ts significance as the advanced 
countries have rather reduced their demand for primary goods and 
are purchasing only a negligible amount of the sophisticated goods 
of the underdeveloped countries. In such circumstances, not only 
the social and economic conditions of the poor countries but also 
the restrictive trade policies of the advanced countries are to be 
blamed. See Singer, H. **The Distribution of Gains between Invest-
ing and Borrowing countries"; Myint, H. ••The G«ins from Inter-
nationsl Trade and the Backward Countries" and Meier, a.N. «»Inter-
net ionsl Trade and International Inequality". Al l these articles 
have been referred to in chapter I . 
1. See U.N. Trade and Development, 196^, (New lork), vo l . I I ,p . 52. 
2. See O.N. Trade and Development, vol. I I , p. $1, 
- -
Until the death of Stalin in 1953 the Soviet Union and 
other East jgur>poan Countries were firra "in their belief in the 
Qcottomie benefits of autarky",^ and they cosapletely disregarded 
the usefulness of international trade. On account of their per-
sistent emphasis on autarkik policies there oocured in the oen-
trally planned economies in the post war p&rlodj (a) uneconoale and 
unproductive investment in pro;}ects having comparative dls-
advantages; (b) parallel investment in eaoh GMEA countriesj and 
(c ) Scarcities of important items l ike raw materials in the whole 
bloc.^ These unfavourable results lead thea to realise the , 
importance of foreign trade, and the pro f i tab i l i t j of trade started 
attracting greater attention in these economies, 
The vl w that the socialist countries dod not expand their 
k 
trade simply for econoralc reasons^ but that trade and Investment 
are used by them in order to meet their polit ical objectives'' was 
not found to be true In practice in those economies after 195>3 when 
a number of bilateral trade and payments agreements were concluded 
between the underdeveloped and the East European Countries* It 
became obvious to them that trade expansion Is necessary e>r the 
attainment of more rapid economic growth and domestic transforma-
tion and that the required changes In the commodity structure and 
the volume of trade Is conducive to the economic developmont of 
a-11 the nations.^ They also realized that the enlargement, of 
1, PryoriL.Frederic, op,Git.j p. 
2. Ibid., 3. Ibid., pp. 28-31. 
See India's Tra de with East Europe, op.clt#, p. 17. 
5. Ihld., 6, Ibid; p. 17. 
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foreign trade on the basis of an ''international socialist division 
of labour* * would enable the oentrally planned economies to obtain 
scarce raw-Materials and fuel for increasing their production at 
lower costs^ For the saase reason they strengthened the co-operation 
o 
and economic partnership in a l l these countries. 
Now, as noted earlier, the East European Countries enjoy a-
larger share in the world trade* For instance, their share in the 
worl4 trade increased from 5 percent in 19'+8 to about 11 percent in 
1962, In the twenties they accounted for only 5 percent of the 
total industrial output, but in 196^ i t was about 30 percent. The 
trade between the developing and the socialist countries during the 
period 1955-^5 bas doubled almost every f ive years. The exports 
from the developing countries increased from $ 575 million in 1955 
to $ 1,220 million in 1960 and $ 2,350 million in 1965 and the im-
ports from the socialist countries rose -to from $ 625 million in 
1955 to $ 1,230 mUlion in I960 and to $ 2,910 million in 1965. 
In terms of percentages the share of the socialist cotmtries in the « 
exports of the developing countries increased from only 2.2 percent 
in 1955 to 6.6 percent in 1965 and in their imports from 2.8 percent 
in 1955 to 7.8 percent in 1965. Moreover, the per capita trade 
turnover of these countries has considerably increased. For exam-
ple, the per capita trade turnover of Bulgaria increased from $ 35 
in 19^ to $ 19^ In 1962. Over the same period in Czechoslovakia 
from $ 122 to $ 308, East Germany from $ 16 to $ 276, Hungary $ 223, 
Poland from $ Mf to $ 117? Huraania from $ 17 to $ 9^ and USSR from 
1. Ibid. 
2. Ibid, 
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$ 18 In 1950 to $ 61 in 1962. 
India occupies a prominent position In the trade between 
the developing and the East European Countries. Her total trade 
with these countries increased from Hs. 66.5 million In 1953-5**- to 
Rs. 278.9 million in 1967-68. fhe rapidly increasing trade turn-
over with them has drawn attention towards the gains from India's 
growitig trade relations with the Soviet Union and other East Euro-
pean Countries* I t has been repeatedly pointed out by some econo-
mists of our country that India's trade with these countries has 
not been/so far as lon^-terms gains from trade are concerned. The 
question of gains osr l»sses from Indians trade with the USSH and 
other East European Countries can be examined In terms of (a) trade 
turnover under bilateral trade and payments agreements; (b) prices 
of exports and Imports to and from East European Countries vis-a-vis 
other major countries of the world;(c) terms of trade;(d)dlversion 
and diversification of India's trade with these countries. 
A. India has considerably expanded her trade with the East 
European countries since the conclusion of inconvertible rupee 
payments agreements. In this context the experiences of the adva-
nced countries is significant. Al l the Important countries of Wes-
tern Europe except U.K. have expanded their trade with the East 
/ <4 
i^ropean countries through bllaterl trade lii the post war period*^ 
In only 3^ percent of their trade was with these countries, 
while in the later years of the f i f t i e s , the bilateral trade bet-
ween the two groups increased to about 70 percent.^ U.K. enjoyed 
1. See India's Trade with East Europe op,clt{ p«19* 
2. Ibid. 
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certain very important favourable conditions in her trade. Although 
her iifflports from the East-Buropean countries exceeded her exports 
to them she had been earning a substsuntial amount of sterling from 
th© countriss of Sterling aroa, and, therofere, did not face profc= 
lems of payments*^ 
Owing to persistent foreign exchange problems and her 
immediate needs of capital in^orts in order to finance the pro-
gramme of country«s industrial development, India had to explore 
new markets i^ereever they were available* In addition, the ine-
lastic and declining demand for the primazy products supplied by 
India in the traditional markets compelled her to imports from those 
countries which were willing to take an equal amount of India's ex-
ports. It was imperative to conclude bilateral trade and payments 
agreements as the alternative sources for the imports l ike tea, 
coffee, Jute manufactures, tobacco and hides smd skins were avai-
lable for these countries* The alternative suppliers are rather 
striving hard to expand their trade with the Soviet Union and other 
East European countries* For example, Ceylone can provide more and 
better quality tea to these countries, Brassil coffee, Pakistan Jute 
textiles and Hhodesia and U.S.A. tobacdo.^ The most favourable fac-
tor lying behind these trade and payments agreements is the payments 
of imports through exports which is highly important for a develo-
ping economy like India facing acute foreign exchange problems* 
The bilateral trade and payments agreements have conti-
nuously promoted India's trade with the East European countries 
1 * Ibid. 
2* See India's frade with East Europe, op, c i t ; p«19* 
3. Ibid, pp. 19-20* 
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and the composition of exports and lo^orts has always been advan-
tageous to both the bilateral trade partners• 7he tables I and I I 
show India's e^orts to and imports from the USSR, the major trade 
partner from this bloCf in relation to the advanced countries of the 
world such as USA; UK and West Germany* 
The table I indicates that the Soviet Union has purchased 
antfincreasing amount of India's traditional products. The exports 
of tea» one of the major constituents of India's traditional exports 
which was negligible in 1953-5^ to the Soviet Union rose to Rs.l5^ 
lakhs in 196 -^66 and Rs. 1980 lakhs in 1967-68. The exports of tea 
to USA f e l l from Bs. 721 in 1953-5^ to Hs. 398 lakhs in 196 -^66 and 
Increased to Hs. 683 lakhs in 1967o68 but It was s t i l l smaller than 
the exports in 1953* The position of tea exports to U.K. shown a be< 
tter performance and with West Germany I t did not account much incr-
ease. The export of tea to West Germany increased only from Rs.98 
lakhs in to Rs. 282 lakhs in 1967-68. Similar increases 
have taken place in the exports of other traditional goods like jute 
manufactures, cashew kernels, tobacco, coffee and Hides and skins 
raw to the USSR. The exports of theseitraditional products to USA; t 
UK and West Germany have been more or less stagnant except in the 
case of some commodities. 
The relative position of India's Imports is given in table 
I I which shows that the Soviet Union has substantially increased 
the supply of capital goods which India requires. For example, 
whUe the supply of ilachinery from the USSR was almost negligible 
in 1953-^ i t accounted for nearly Rs. 981 lakhs in 1958-59 and 
Rs. 5159 lakhs in 1965-66. The increase also took place in the 
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oase of the supply of maohlnery by U$A| UK and the West Germany 
but the relative increase in the case of the USSE was consldera* 
bly higher as compared to these industrially advanced countries* 
In the case of the newsprint paper USSH and other Bast Siiropean 
countries are the most important sources* Out of the total im* 
ports of newsprint paper worth Hs. 618 lakhs in 1965-66 the Soviet-
tlnion accounted for Es* 215 lakhs alone* The TF.S.A* and II*K« are 
not supplying any amount of this item to M i a and the supply from 
the West Germany is very insignificant* A similar position is 
« 
found in the case of Ihdia's imports of other capital goods* In 
the ease of machinery other than eleotric, the USSE has increaded 
its supply from a negligible amount in 1953-5^ to Es* 93 lakhs in 
1958-59 and Es* M376 lakhs in 1965-66* Over the same period the 
supply of electric machinery increased from a negligible amount 
to H£« 5 lakhs and to Es* 869 lakhs and that of transport equip-
ment from Es* 1 lakhs to Es* 7 lakhs and to approximately Es* 175 
lakhs* 
In addition to the imports of India's traditional goods, 
the East European countries have, in recent years, considerably 
increased their demand for Indians sophisticated goods* The 
table I I I showa that while the exports of non*traditional items 
was ni l in the f i f t i e s and in the early sixties, they have increa-
sed to a great extent because of the favourable response from the 
Soviet Union and other Kast European countries* The exports of 
electric machinery, apparatus and appliances increased from Es*57*8 
lakhs in 1965-66 to Es* 93 lakhs in 1967-68 to thd rupee payment 
countries. Over the same period the increase in the case of 
-llfO-
TABLE I 
Composition of India's Major Exports to U.S.S.R., 
U.S»A.,tI,K, and West Garraany% 
(Bs* lakhs) 
Commodities 1953-5^ 1958-59 196M-65 1965-66 1966-67 1967-68 
1 2 3 k 5 6 7 
1. Tea negl. 9^1 15^2 15^ 1635 1980 
tl* S • S (H* 721 613 528 398 6U6 683 
tl.S.A, 229^ 8251 7270 5916 8203 9981 
U.K. ,98 1^3 166 137 282 
W.Germany 
2. Jute Manufactures 
U.S.S.R. negl. 2lf1 1783 25^ 3 2180 2267 
U.S.A. 2560 3033 6093 6369 106lf5 9168 
U.K. 2305 7^7 671 758 6lf2 878 
W.Germany negl. 3 1 32 17 15 
3. Hides and skins raw 
U.S.S.R. W- 38^ 516 ^33 
U.S.A. 259 213 l^ fO Ik? 107 75 
U.K. 126 k2 38 66 87 18 
W. Germany 80 28 38 51 12 
k. Cashew Kernel 
U.S.S.R. - 25^ 689 63^ 1281 920 
U.S.A. 819 972 1W68 I W 1973 237^ 
U.K. 199 101 175 123 2V2 236 
W. Germany negl. 31 30 30 35 
(Contd) 
6 
5,Coffee 
USSR 
U.S.^. negl. 
U.K. 36 
W.Germany 
6. Tobacco(unmanufactured) 
U.S.S.H. negl. 
U.S.A. - . 
U.K. 6ha 
W.Germany 
7. Pepper 
U.S.S.R. 
U.S.A. 
I 
U.K. 
W. Germany 
8.Footwear 
U.S.S.R. 
U.S.A. 
U.K. 
W.Germany 
93 
7V5 
1 
3 
19 
76 
72 
53 
1073 
^3 
78 
19 
76 
15 
3 
1 
392 
151 
76 
92 
862 
990 
201 
96 
156 
38 
hQ 
k^O 
20 
36 
579 
936 
3M 
21+5 
2if8 
357 
1^6 
22 
5^ 
187 
1027 
257 
216 
W 
10>+ 
N.A. 
If06 
388 
60 
306 
20U0 
655 
70 
If 
2 
3^2 
160 
N.A. 
Sources- O.K.A. Basic statistical Materials Relating to foreign Trade. 
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TABLB I I 
Composition of Indians Major Imports from tT.S.S*Ht 
U.SoA., U.K. and W. Germany. 
Coaaoditlea 1958-59 1961-62 1963-61+ 1961+-65 1965-66 
1 2 3 k 5 6 7 
1, Machinery • 
U.S.S.R, negl. 98 167^ 3375 5099 5159 
U .S .A. 1899 187^ 5»+69 1005^ + 9072 832I+ 
U.K. 6068 6693 9021+ 8557 8359 9016 
W.Germany 1160 6302 5111 6305 6513 
2, Newsprint Paper 
U.S.S.B* 23 53 1if2 122 170 215 
U.S.A. - a= - -
U.K. - - - - « M » -
W.Germany 30 36 10 5 2 negl. 
3* Machinery other 
than electric 
U.S.S .R. negl. 93 11+85 2935 1+292 1+070 
U.S .A. iMf? 1503 3831 8085 73^1 6502 
U.K. 3660 6973 6293 6358 6367 
W.Germany 851 381+9 5191 U962 5121+ 
h. Electric Machinery,apparatus and appliances 
U.S.S.R; 5 189 M+o 8 0 7 8 6 9 
U.S .A. ^53 371 738 1969 1731 1821+ 
U.K. 2lf08 2137 2051 2261+ 2001 1688 
W.Germany 309 977 1111 1062 13»f3 1389 
5>» Transport equipment 
U.S.S.R. 1 7 18 126 120 175 
U.S«A. 835 1171 739 756 1002 1021 
U.K. 1861+ 2010 1993 179^ 190i+ 1539 
W.Germany 291 1171 739 756 1002 1021 
SourceJ- Ibid. 
U.K. was only from Hs. 3 lakhs to Hs. 8 lakhs and the 0SA did not 
purchase any such machinery from us during this fiorlod* In the 
case of chemical materials and products mpee payment countries 
took Rs. 31,3 lakhs out of our total exports Rs» 87 lakhs In 1967-68. 
The exports to the USA; UK and W. Germany were n i l Dyeing, tanning 
and colouring materials are also being purchased ^ largely) by the 
Soviet Union and other East European Cfemitrles. The exports of these 
products from India to the East European Countries jClncraasedl from 
Hs, lakhs In 1965-66 to Rs. 117 lakhs In 1967-68. USSR alone 
took vforth Rs. lakhs In 1965-66 and as. 90.5 lakhs In 1967-68; 
while to U.K. It was only Rs. 3.^ lakhs and Rs. 2.7 lakhs respec-
tively. The export of these Items to the U.S.A. and West Germany 
was ni l . A Similar case Is found with the export of machinery other 
than electrical. 5V>r example in 1967-68 rupee payment countries 
purchased Rs. 93.^ lakhs, while the U.S.A. only Rs. 39 lakhs; U.K. 
Rs. 27 lakhs and West Germany Hs. 2if lakhs. 
B. India's trade with the East European countries has been cri-
ticised chiefly on the ground that the prices we receive for our 
exports from the East European countries are lower than from the 
traditional market and the prices we are paying to them for the 
imports of capital goods etc. are higher than are being paid for 
the imports of these goods from our traditional markets. It is 
stated because of the fact that * * in Soviet type economies the 
planners try to bring supply and demand forces Into equilibrium by 
means of a system of centralized 'material balances' rather than 
relying on decentralized price-quantity adjustment, described by 
the classical westem economic models".^ As such the countries 
1. Pryor, L. Frederic, op,clt; p.19. 
l ike India which are weaker in their bargaining poaition^ suffer 
on both the sides in the sense that they pay higher prices for 
« 
their imports from and receive smaller prices for their export.»to 
p' 
the centrally planned economies than the International market. 
In oz^er to examine the unit values of our exports to and the 
Imports from the East Eurppean countries in relation to the world 
markets we take the prices of the USSR the major trading partner 
from this bloc as the standard prices i^lch can easily be compared 
with the prices of other Bast Eurppean countries. Table I? gives 
m interesting picture of the absolute unit values of our major 
export items to the USSR; UK, USA and West Germany. In 1961-62, 
USSR paid Rs. 7.25 per kg. for tea whereas the price paid by the 
USA in 1961-62 was Hs. 5.76 per Kg. U.K. Hs. 6.01 per Kg. and West 
Germany Rs. 5*70 per kg. only. Even In I966-66 and 1967-68 when 
the trade turnover with the USSR remaliied more or less stagnant, the 
price paid by the USSR for our tea was higher than the U.S.A. and 
U.K. West Germany paid Rs. 11.61 per kg. and Rs. 10.8 per kg. in 
1966-67 and 1967-68 respectively which was higher than the price 
paid by the USSR* A similar trend has been found in the prices of 
coffee. In the case of cashew kernels the price paid by the USSR 
Rs. ^.65 per kg. in 1961-62 was higher than the price paid by the 
U.S.A. Rs. per kg. on the U.K. Rs. ^.06 per kg; and West Ger-
many Rs. ^.00 per kg. This trend continued up to 1965-66 but the 
1. See »'India's Trade with East Europe, "op , c i t , p.23. 
2. Ibid. 
price paid toy U,S»A. i . e j as. 8.95 per Jcg. and Rs. 8,66 per kg. in 
1966-67 and 1967-68 and Bs. 3.61 per kg. by the U.K. in 1967-68 was 
higher than the price paid by the USSR l .e ; Hs. ,8.26 per kg. in 
1966-67 and as. 8.27 per kg. in 1967-68 The price of fche^nica paid 
by the TJSSH has throughout the peridd been favourable while the price 
of jute cloth remained unfavourable except in some years the price 
paid by the U.K. The position has been found most satisfactory re-
garding the price of foot-wear paid by the USSR. 
B?r imports also India paid lower prices to the USSR as 
compared to the prices paid for the same kind of goods imported 
from other industrially advanced countries. The table V shows that 
India paid to the USSR Rs. 0.76 per kg. for newsprint pulp while to 
U.S.A. India paid Rs. 0.99 pear kg, to U.K. Rs. O.96 per kg. and to 
West Germany Rs. 0.76 per kg. in 196O-6I. The trend continued to be 
the same t i l l 1965-66 except in the few cases when India paid some 
smaller amount to U.S.A. in I96I-62 and to U.K. in 1963-61+. Pdr 
asbestos crude India paid to the USSR Rs. I.06 per kg. in I960-61 
while to the U.S.A. she paid Rs, 1.29 per kg. to U.K. Rs. 1.^5 per kg 
Except the year 1963-61+ and I96W--65 when the prices paid to U.S.A. 
were slightly lower, the unit value of asbestos crude continued to 
* 
be lower in the case of the prices paid to the USSR as compared to 
the U.S.A. and U.K. The same trend is found in the case of copper 
tubes and zinc. The price we paid for these two items to the USSR 
was lower than the price paid to U.S.A; U.Kj and West Germany. Simi-
larly the unit value of power cranes from the USSR has remained lower 
than other advanced countries of the world. 
Thus, the unit values of certain important items of our 
exports to and imports from the USSR and other major countries of 
the world exasined show no evidence that India received lower prices 
for her exports to the Soviet Union and paid higher prices for t he 
goods imported from that country as compared to the prices in the 
world markets, fhe trend has continued up to 1965-66 and the con-
clusion of bilateral trade and payments agreements have always played 
an instruiaent^ role in promoting and diversifying India's trade with 
the Soviet Union and other East European countries.- However, in 
1966-67 and 1967-68 India's trade with the last European countries 
remained stagwant and Jiidia faced the problem of <balancing) her 
trade with the USSR and lugoslavia. She had a trad© surplus with 
USSR resulting from the decline in Indians imports from the USSR and 
a chronic trade def ic i t with Yugoslavia arising from import surplus. 
The imports of the Capital goods sector declined because of improve-
ments in i ts capablity of satisfying internal demand of the country. 
The brilateral arrangements with these countries and the mutual tran-
sferability of funds among them are important suggestions which would 
t 
highly favour balancing India's trade with the Soviet Union and other 
East i^ropean countries. 
C. The contention of the cit ies of Indo-East European trade that 
the terms of trade have always been moving in favour of the East 
Euaropean countries is not proved by the statistical facts. Since 
the commodity terms of trade which is related to a unit of trade 
and does not show the true relationship between the gains from trade uated Income terms of 
frade'^?capacfiy'^o"tS^orf)^S^ofder to^fint^fle total gains from 
fABLS I I I 
E^orts of India's Major Englneoring and Manufacturing 
Gooda to Seleoted Countries 196^-66 to 1967-68 
(Hs. lakhs) 
Xears Total E,P# countries U.S.SitH. Tj.sa. U.K. WEST 
Geiiaan;] 
1, B3.eotric Maciiiner2r,Jlpparatus,^pllanc@0 
1965-66 - 2 4 3 2h 
1966-67 0^3 83 ko m 18 9 
1967-68 93 55.2 8 
2, Manufactures of Metals 
1965-66 - ^ . 9 negl. 26 
1966-67 652 68.7 h 55 -
1967-68 1223 ^2 .1 266 69 m 
3. Cheraical Materials and Products 
1965-66 - m -
1966-67 70 26 26 m -
1967-68 87 3t»2 
• 
20.3 - - -
h. Medical and Pharmaceutical Products / 
1965-66 26»f 9.3 6 26.2 59.7 
1966-67 3Mf.3 25 31 26.1 
1967-68 332.8 59.9 lf2.1 25 2»f.6 28.8 
5. Dyeing,Tanning and clourlng Materials 
1965-66 120 if7.5 m if.9 
1966-67 12»f.8 35-3 32 « » 6.2 negl 
1967-68 205.3 117.0 90.5 - 2.7 mi 
6, Machinery other than ELectrio 
1965-66 - 26.9 <m 7 11 2h 
1966-67 597 61.7 - 13 26 19 
1967-68 792 93.^ - 39 27 
Sources O.E,A. Basic Statistical Material Helatlng to Foreign Trade,Produc-
tlon and Prices, December, I968. 


T^BLB V 
Unit Values of Certain Imports from U.S.S.R and other 
Selected countries 
(In Rs.) 
Country 1960-61 1961-62 1962-63 1963-6»f 196if-65 
1 2 3 If 5 6 
1. White newsprint pulp 70 percent & over per kg. 
U.S.S.H. 
U.S.A. 
U.K. 
W. Germany 
0.76 
0.99 
0.96 
0.78 
2. Aapeetos crude washed per kg. 
U.S.S.R. 
U.S.A. 
U.K. 
1.06 
1.29 
1M 
0.75 
0.67 
0.93 
0*87 
0.88 
1.1»f 
1.23 
0.70 
0.71 
0.67 
0.80 
1.05 
1.92 
0.70 
0.81 
0.78 
1.02 
0.92 
1-39 
0.71 
0.71 
3.35 
0.73 
0.89 
0.93 
1.03 
3. Tractors other than wheeled type farm tractors No.1 
U.S.S.R. 
U.S.A. 
U.K. 
W.Germany 
Czechoslovakia 
»f098.5 
8825.7 
6J+23.6 
225000.0 
3752.2 
Copper tubes per kg. 
U.S.S.R, 
U.S.A. 
U.K. 
W.Germany 
Czechoslovakia 
•« 8. 
6.; 
(RutuIpiiS) 
5. Zinc or spelter Ingotcakes 
U.S.S.R. 1.25 
U.S.A. 1.21 
U.K. 1.30 
W.Germany 1.39 
Yugoslavia 1.26 
6. Power cranes Ho.1 
U.S.S.R. 
U.S.A. 
U.K. 
W.Germany 
Yugoslavia 
23761.0 
196627.5 
^3555.8 
232373.3 
22066.9 
6370.7 
25835.2 
10881.0 
U76h.6 
7.73 
5.85 
6.2I+ 
(EumaSlSf 
per kg, 
1.16 
1.16 
1.23 
2.^6 
1.26 
35099.9 
127175.8 
71331.6 
106^0.2 
1^3^7.0 
8130.0 
21756.5 
17232.3 
10151.0 
^.30 
7.01 
6.72 
6.50 
hM 
1.08 
1.2»f 
1.28 
I.U9 
60968.2 
199;t5.7 
1726^2.0 
210633.8 
^57772.0 
9307.7 
3^+27.5 
22655.6 
7Mf3.0 
695I6 
^.83 
6.69 
7.32 
7.19 
6.22 
1.69 
1.65 
1.78 
1.M 
1.8if 
6»f765.9 
16177M-.0 
12M65.3 
2927»+2.5 
503Mf.if 
8779.3 
8Mf67.8 
^559.6 
5520.6 
8287.0 
.. .. 
* * .. 
.. 
.. 
• . 
• . 
. . 
• . 
* . .. 
Source:- Ibid. 
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Indla»s trade with the Soviet Union, which constitutes the major 
part of our trade with the East European Ciountries. Even i f there 
is an adverse commodity terms of trade economic growth wil l continue 
to be induced by the working foreign trade multiplier provided 
income terms of trade is favourable. Table VI gives an analysis of 
commodity terms of trade, index volume of exports, income terms of 
trade and the total gains from Indians trade with the Soviet Union* 
This table shows that| although, the commodity terms of trade 
was unfavourable in the year 1961-62 out of the four years under 
study but as the income terms of trade was favourable in that year 
too, the adverse impact on their economic growth was neutralized 
through the working of foreign trade multiplier. In I96I-62, in 
spite of the unfavourable commodity terms of trade i . e j 96.8{base 
1960-61=100) the index volume of exports and the income terms of 
trade were 111.2^ ^ and 107.7 respectively. India's trade with the 
Woviet Union had been quite profitable except that small losses 
occured in the year 1961-62 but due to the favourable Income terras 
of trade the impact on our economic growth in that year was also 
beneficial. 
Most of the fluctuations in our terms of trade occured due 
to the fluctuations in our import prices rather than the unit value 
of exports. Our export prices with the USSB and other East European 
countries have always more or less remained stable which was the 
outcome of the conclusion of the bilateral trade and payments ageee 
ments. In the international market the prices of most of the tra-
ditional goods like tea, coffee tobacco, and pepper have been fluct 
ating since 1957 ^ and the demand for these goods is inelastic. 
1. See India's Trade With East Europe, op,cit; p.29. 
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In the case of tobacco, the year to year fluctuations during the 
period 1900-61 had been 3 percent and In the case of Its volume they 
had been as high as 7 percent.^ In the case of tea and coffee, the 
average year to year fluctuations In their unit values and volumes 
have been 7,8 percent and 8,7 percent respectively. Thus, the 
increasing volume of our exports to the East Ikiropean countries 
at stable prices have considerably helped India in stabilizing the 
prices of Important items of her exports in the world markets. 
D. It has also been contended that expanding trade with East 
European countries has diverted Indians trade from her traditional 
markets. Diversion of trade can occur for several reasons.(a) I f 
there is an exportable surplus not being sold in the traditional 
market, the efforts are made to find new avenues for the sale of 
the exportable surplus at some reasonsable or stable prices; this is 
the expansion of trade rather than diversion of trade (b) Diversion 
of trade can" also occur when the goods are not being sold in the 
traditional markets even at the lower prices on account of the 
Inelastic and rather declining demand for the primary products supp-
lied by the underdeveloped countries and the high competition from 
the sellers supplying goods of better quality and from synthetic 
substitutes (c ) under the bilateral trade and payments agreements 
the countries purchase from and sel l to the in bilateral trade par-
tners and thus increases their trade turnover with them. This 
divert the trade from the traditional markets % i^ch consequently 
enforces restrictlatlons on the ''acquisition of convertible foreign 
1. Ibid. 
2. Ibldf p.30. 
exchange** and eventually makes the uneconomic aspect of intema-
tlonal trade more unfavourable, (d) It has been pointed out that the 
bilateral trade partners have re-exported the goods to the tradi-
tional markets of the country thereby disrapting her traditional 
markets. 
These are the last two categories which have been questione 
from time to time in regard to our trade with the Bast European 
countries. It is pointed out that the demand from the centrally 
planned economies is uneconomic and India is not acquiring real 
gains from her trade relations with these countries. I t should, 
however, be quite obvious that there is hardly any evidence to prov 
that the demand from the Soviet Union and other £ast Europe^ coun< 
tries is uneconomic despite the fact that the consumer in these 
contries do not have complete sovere%it#;. However, i t is impor-
tant to note that these countries have recently brought about some 
changes in their economic policies by directing them towards l ibe-
raliisatiorv/decentralization which means that consumer soverignty 
might become stronger in their planning of targets of production 
in the near future. Moreover, these countries, particularly the 
Soviet Union, have laid emphasis on the principles of socializatior 
and the international division of social labour. They have increa-
singly purchased our exportable goods at the time when the demand 
for them was declining in the traditional markets and they suppliei 
with the capital goods which were urgently required by our progra-
mme of industrial development in the beginning of Second Five Tear 
Plan. These countries are not increasing tiheir demand for our 
sophisticated goods and thereby stabilising the industrial base 
necQssary for further production and providing more employment 
opportunities In our country. 
In view of a l l these considerations the increase In India's 
trade with East European Countries is trade expansion rather than 
trade diversion. Our export schemes have always been formulated 
to encourage our trade with the traditional markets but the inela-
stic demand, synthetic substitutes, competition from other sellers 
and high tar i f f s etc. prevented our exporters from having suitable 
places in these markets. In such circumstances, the only alter-
native for the Indian exporters was to explore the possibilities 
of new markets which would purchase our goods at reasonable prices. 
It should be noted that the East Biropean countries, as shown In 
table IV and 7, have purchased our goods at prices higher than those 
by other countries of the world. The question of re-exports which 
has been noted in the case of de-oiled cake by. some of the East 
European Countries is too Inconclusive to make any definite cri-
tislsm so far as the rapid and fruit ful expansion of our trade with 
the East European Countries is conderned. 
The bilateral trade and payments agreements do not have any 
clause which restricts the Government of India from formulating the 
commercial policies consistent with requirements. They provide 
maximum trade faci l i t ies to India. Most of the goods imported by 
the USSH from the developing countries are duty free which enhance 
the expansion of trade on an uninterrupted basis. It would not 
have been possible for India to achieve such a rapid rate of growtl 
in her trade with these countries without entering into the bila-
teral trade and payments agreements. 
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Thdse agreements have enabled the developing countries, which 
are weak In their bargaining power with the advanced ^countries, to 
procure necessary goods of imports and have a steady market for 
thslr exports at reasonable prices. As the payments under these 
agreements are made through exports, the supply of exportable goods 
is assured on an increasing scale. The developing countries having 
bilateral trade relations with the East Ekiropean countries are fu-
l l y aware of the prices in the world markets, and the transactions 
are invariably made in most oases on the basis of world prices. 
Under the bilateral trade and payments agreements, the 
of f ices of the trade representatives were established which are 
bringing the buyers and sellers in to the direct contract. Now, 
our exporters do not need to send their samples to these countries; 
their trade representatives select the goods required by their 
respective countries and thus smooth the trasactlon of trade bet-
ween India and the East European coimtries. 
To sum up, India's trade with the Soviet Union as well as 
with other East European countries has always remained highly pro-
f itable. No evidence Is available to support the contention that 
India has paid higher prices for her imports from these countries 
and received lower prices for her exports from them than In the 
world market. Terms of trade have also mostly been favourable to 
India. The favourable income tenn of trade with these countries 
has induced our economic growth through the working of the foreign 
trade multiplier in spite of adverse commodity terms of trade in 
some years. Moreover, the governments of these countries have 
provided for the use of MFM treatment to India, thereby encouraging 
trade expansion on an increasing scale. 
C H B P T E R V I I I 
FUTUHB PROSPECTS OF I N D I A »S THADE WITH SOVIET UNION AND 
OFFHER EAST EOOPEAN COUR?THISS 
CHAPTER V in 
HJTaHE PROSPECTS OF INDIANS TRADE WITH SOVIET UNION AND 
OTHER EAST EPHD PEAK COHIITBIBS 
The future growth and the pattern of the market for the 
exports of the developing countries l ike India In the Soviet 
Union and in other Bast European countries and the Imports from 
them depends upon a variety of factors. The future success of 
the trade between these blocs does not merely Include the rate of 
gro\(rth of the.'national income In the East European countries; thAlr 
oapastty for supplying goods to the needs of the developing 
countries and the future abil it ies of the developing countries 
to supply the qualitative goods which are expected to be demanded 
by the population of the East European countries^. I t largely 
depends upon the decisions taken by the planning authorities of 
these countries.^" Planning is a decisive factor for both the 
uninterrupted growth of socialised production and the steady 
development of foreign trade within the world socialist system . . 
planned development is the most characteristic feature of the 
foreign trade of every socialist country*"^ 
In the centrally planned economies the volume and the 
composition of foreign trade Is determined by the planning autho-
rit ies and forel@a trade is treated as a part of the national 
k 
economic plans. 
1. United nations, " Trade and Development," (New Xork, 196*f), 
vol. VI, part I , p. 197» 
2. Ibid. 
3. See Sergeyen, V.p. ** Economic Principles of the Foreign Trade 
of Socialist States" in International Trade theory in a deve-
loping World, ed, Harood Roy & Hague B.C. Proceedings of a 
Conference held by the International Economic Association London 
. . contd < 
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Ill some of the coimtrles of this group like the Soviet Unlont 
the reliance upon foreign trade Is low due to the abundant 
availability of natural resources, but the countries of the 
Eastern Europe, poorly endowed with natural resources, depend 
mostly upon international trade. Howewr, the profitabil ity of 
foreign trade is now being increasingly realized in aH these 
countries and International trade is expected to occupy a 
prominent place In their economic plans. 
The Importance of the estimates in regards to the future 
prospects of trade between the developing and the East European 
countries can not be over-emphasised. Some of the estimates 
prepared by the United Nations Economic Commission for Sirope 
and those sul^ mitted by the Soviet Unl m and some countries of 
Eastern Europe to the tTnitcd Hat ions Conference on Trade and 
Development held in Geneva in 196H- can brief ly be stated as follows i 
The estimates prepared by the ECE in i960 are based upon 
the assumption that in the Soviet Union, whose dependence upo n 
foreign trade is relatively low, the elasticity of trad© expansion 
to the domestic product to be 0.8, a. d for the other East European 
countries 1:1 from I 9 6 5 to 1980 .^ On the basis of this assumption 
i t was estimated that the combined trade turnover of the CMEA 
countries in 198O would reach 80 bil l ion which would be ©(jual 
to the level of trade turnover in Western Europe in 1958 . In 
1958, the trade turnover of the Soviet Union and the other East 
1963I Macmillan & Co.i Ltd., p. 281. 
Ibid. See also "India's trade with East Europe, op c l t j p. M). 
1. See "Europe and the Trade Needs of the Less Developed countries" 
in United Nations ECE, The Economic Survey of Europe I 9 6 O 
(Geneva, I96I) chapter V, p. 18. 
2. Ibid. p. 18. 
European countries amounted to only $ 20.^ billion.^ 
The details of the growth of trade between the developing 
and the East Burooean countries were based on the posslblitles 
of future growth of imports of tropical foodstuffs (natural coffee, 
cocoa beansI tea, citrus fruits, bananas and dates) from the 
p 
developing countries by them. It was suggested that i f the per-
caplta consufjiption of tropical foodstuffs in the East European 
countries in 198O increases up to the level which prevailed in 
Vie St em Germany in the total volume of these products imported 
fro® the developing countries would incrense to something over k 
I 3 billion Qormared with only $130 million in 19^ 8 and the 
world e:iq}orts of these products which amounted to only less than 
S ^ billion in that year. 
However, i f the East Euro,jean counties continue having 
a proportional share in their imports from the developing coimt-
ries, i t is expected to increase from $ B^ -5 million in 1 9 5 8 . t o 
$ 3«25> billion in 198O and tropical foodstuffs nlone are expected 
to contribute something more than 
$2 1/2 billion? Further, 
possibilities of increasing the Imports of manufactured goods 
by them can not be Ignored and i f the East European countries 
largely increase their demand for the import of consumers manu-
factured goods from the developing countries, the " rise might 1. Ibid. 
2. The Imports of tropical foodstuffs into the Soviet Uinion 
and Eastern Europe In 1958 and the prospects for 1900 can 
be understood from the following table m-) ftj- kx^i 
3. Ibid. p. 17. / r • 
f^. Ibid. 
5. Ibid. p. 18. 
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well be greater-perhaps to some billion, by igSO^I 
Of this, some S 1 1/2-2 billion are expected to be provided by 
2 
light manufactures and additional processing of basic materials. 
These estimates were later revised in the subsequent study 
prepared by the Economic Commission for Europe*-^  I t was estimated 
that the current long term plans of the Soviet tJnion and the 
SJasteiTi :^rope countries implies an increase in their total 
foreign trade tumover from I 26.50 billion in 1960 to nearly 
$ 60 bill ion by 1970 and to 1 108 billion by 198O. Moreover, i t 
was pointed out that i f these countries reap the advantages of 
the internatianal division of labour and their overall plans for 
economic expansion are successfully completed, the trade turnover 
of ihe East European Countries might exceed $ 108 bil l ion in 198O. 
So far as the imporfcs from the developing countries are 
concerned, i t was estimated that i f they continued to be unchanged 
(10 percent In 1962), the rise in the imports of the East European 
countries expected to rise from S billion in I962 to some 
$ 3 billion in 1970 and mora than $ 5 billion in 1980 .^ And i f 
the share of the developing countries in the imports of the East 
European Countries is to be In 198O as large as their share In 
the imports of the advanced countries(22 percent), the imports 
of the CMEA countries wllL increase approximately to $ 5 billlott 
1. Ibid; p. 18. 
2. Ibid. 
3. See "Past Trade Flows and Future Prospects for Trade between 
the c®n$rrally Planned Economics and the Developing Countries" 
in tJ.N. Trade and Development, vol, VX, part I pp 170 to 223. 
k. Ibid; p. 22k, 
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in 1970 $ 12 bililon tn 1980 3 These flgurss appeared to be 
re lat lwly larger as some of tbe CMM countries l ike Bulgaria 
envisaged increasing its trade with the developing countries by 
M- 1/2 pefiaerit*'® However, the f inal consensus was reached at 15 
percent share of the developing countries in the iiaports of the 
CMEA countries. On this assaaption, i t vas expected that the 
iraports froiB the developing countries would reach by 198O some 
i 7 to $ 8 bill ion. 
Istitaates were also prepared by the Soviet Union and the 
three countjries of Eastern Europe namely C2sechoslovakla, Hungary 
and Poland and were prssented at the tlnited Hations Conference on 
frade and Bevelopaent in the Soviet llniona Delegation to 
the OTGT^B Conference presented a paper which contains the views 
of the Soviet economists regarding the future prospects of the 
foreign trade of the with the developing countriesl 
They estimated that the gross social products of the Soviet Union 
would increase by 198O « to approximately f ive times the 196O 
l@vel| industrial producsion at least six times and agricultural 
production about 3»5 times"^ fhe total foreign trade turnover 
resulting from these changes was estimated to increase by I9B0, 
four fold " araounting to some ^^ 0,000 to 50»000 million roubles."^ 
1. Ibid. 
2* Ibid. 
See " Prospects for the Development of the Sbreign Trade of 
the OSSRa Views of Soviet Economists" in U.H. Trade and 
Development, vol. VJ, part I , pp. 38-^ 
K Ibidj p. 38. 
Ibid. 
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Particular attentloB was paid towards the Soviet ttoion»s 
trad@ expansion with the less deimloplng countries* It was suggested 
that " i t is reasonable to expect that | by utilizing the existing 
favourable passi&tlitiss, by 1980t the tTsS^S.h^ wi l l be able to 
increase i ts trade with developing countries to e l ^ t times the 
1 9 6 3 level, i » e , to some 1 0 , 0 0 0 or 1 1 , 0 0 0 million roubles*"^ 
In teMiS of percentages the share of the developing countries in 
the total foreign trade of the Soviet Onion, on the assuatplion 
that the elasticity of trade expansion to the domestic production 
to be 0.8, is expected to increase from nearly 12 percent in 1963 
to 22.23 percent by 1980 .^ 
The estimates of the probmble growth of the trade with tho 
developing countries were also presented by the three other 
countries of Eastern Europe at the UHCfAD Conference in 196^ -^ . I t 
was suggested that the trade of the developing countries with 
Czechoslovakia would be doubled from I963 to 1970, with Hungary 
nearly doubled and with Poland i t would bo more than doubled. 
They assuiaed an annual rate of growth of trade with the developing 
countries 10 percent. 
Such estimates have not been prepared by other countries 
of Eastern ^rope. But, the four countries mentioned above account 
for nearly 80 to 85 percent of the imports from the developling 
1. Ibidi p. 39. 
2. See Patel, J. Surendar, op, cit| p. 20. 
3« See O.N. Trade and Development (New ICork, 196^), vol.1, pp. 
coiantries and the liaports of other last European countries also 
hava inoreaaed more or less on the pattern of those of the Importa 
of the countries stated here. On this basis i t may be expected 
that the laports of "a l l the socialist countries in Europe" would 
increased at 12 percent per annum and at this rate the imports from 
the developing countries might increase from $ 1,M)0 million in 
1963 to over f 3 ,000 raillioij In 1970 and nearly ^ 9 bill ion to 
$ 10 bil l ion by 1980J Out of these estimates, tropical foodsuttfs 
and beverages are expected to contribute over 0 3 billion by 198O 
as compared to something more $ 1.50 billion in 1961. • These count-
ries are also expected to take o i l seeds and their products from 
the developing countries in the near future? althoigh presently 
they are net exporters cf these products. The •'main'* demand is 
likely to arise for concentrated fodder from their ambitions l ive-
stock expansion ptos;^ The Bast European countries have already 
become net importer of sugar particularly after Cubans entry into 
L. 
the market. 
The greater possibilities of exports from the developing 
countries to the Soviet Union and other East ii^rppean countries 
l ies in the f ie ld of tropical beverages and fruits.^ Although tl 
these products h ive been gi\ren low priority in the Import plans 
1. See Patel, J. Surendara, op, c i t j p. 21. 
2. See ir.N. Trade and Development vol. VI, part I ,p. 22^. 
3. Ibid. 
V. Ibid. 
5. Ibid. 
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of these countries their Intake to the last European countries 
hasy in recent years, been on sm increasing scale. The percapita 
consumption of these products which is presently low as compared 
k 
to the percapita consumption to the Wegt iuropean Countries^ is 
also eppected to be higher in the future. With the rapid rise of 
cosutsption of these products whose current elasticities in these 
countries are very high, i t can certainly be pointed out that 
i f such products are supplied in adequate quantity to meet the 
rising simsti^ption demand in these countries at prices similar 
to those in the Wesbern industrialized countries, demand for 
those products would increase to the extent of the advanded 
countries? Due attention should be paid to the differences in 
the consumption habits for these products in the East European 
Countries. For example, consumers in the Soviet Union have a Strang 
preference for tea and therefore the eonsmpption of coffee in 
the Soviet Union is unlikely to increase by I98O to the level of 
Western Germany in 1958? Possibilities for the imports of consumers 
manufactured goods, equipment, non-ferrous metals and a few basic 
chemicnls also upon the authorities in the European Countries 
to plan a division of labour with the developing countries and 
the abil it ies of the developing countries to supply qualitative 
goods at competitive prices in the future. 
1. Ibid: p. 206. 
2. Ibid* 
3. Ibid. 
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The f\iture prospects of India's trade with the Soviet 
Union and other Eaat Siropean Countries are largely in line 
with those possibilities explored between the developing and 
the East European Countries* Among the developing ooimtrieg 
India occupltes an important position in the imports and exports 
of the USSH. Her share in the total imports and exports of the 
Soviet Union increased from 0#5 and U1 percent in 1956 to 1.5 
and 3 percent respectively in 1963. Althoughi the absolute level 
of India's trade with the OSSS Is s t i l l low the ej^ansion is very 
significant* India exported only 0.2 percent of her total export 
to the U.S.S.R. in 1953 but in 1963 It increased to 6-6 percent 
and further in 1965 to 11*5 percent. The exports to the U*S.A. 
remained stagnant and in the case of t]f*K. and West Germany declihed. 
The future trade turnover of the Soviet Union is ejqpected 
to increase from $ 11,191 million In I960 to $ Mf,76>f million 
by i960* The onncumption annual percentage increase of total 
turnover seems likely to rise to 6 percent between 1971 and I98O 
and the index number of trade is expected to reach ^00(base 1960=100) 
by 1980Moreover, t f Soviet policies envisaged in the twenty year 
programme and external condition continue favouring the optimum 
exploitation of the p»58sibllitlos of international trade, the 
2 
ratio of foreign trade to national in® me could be even faster. 
The projected imports of a number of items by the Soviet 
Union and other CMEA countries have an important beailng on India's 
1. ^bssible .growthcof^trade tumover in Eastern %ropean Countries 
and the Soviet Union i960 to 1970. 
•.« coatd . . . 
- contd -
Country or Foreign Trad© 
Area turn over In 
Commulativ© 
animal per-
centage inc-
Total Dollars rease of total 
Million per-
dollars capita 1960-70 1971-80 
1980 index Foreign trade turn-
number(1960= over 
100) Total million Dollai 
1980 
per-
capit8 
1980 
Bulgaria 1205 150 11 13!F2 9 700 902 
Czechoalo-
vakia 371^ 5 276 6 5 290 10860 695 
Eastern 
Germany lf36l 253 6 1/2 5 1/2 320 13955 790 
Hungary 1850 183 9 1/2 8 1/2 550 18175 867 
Poland 2821 95 8 1/2 6 itOO 1128lf 32^ 
Humania 1365 10 9 600 8190 353 
Tbtal 
Eastern 
%rope 1531+7 158 8 6 1/2 MO 62899 560 
Soviet Union III9I 52 
66 
« 1/2 6 1^ 00 163 
Total Bas t rn 
Europe and 
Soviet Union 26^38 8 6 koe 107663 279 
Source:- 0.N, Trade and Development, vol, VI, part I , p. 202 
2. IbidI 203 
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trade* 
The potential Imports of raw of coffee by the Soviet 
Union is expected to increase from 2h,2 thousand tons In 196I 
to 960 thousand tons In 198O at the assumed percapita consump-
tion of 3*5 kilograms. The Import of tea by the Soviet Union 
is ejEpected to increase from 9*2 thousand tons In 196I to ^50 
thousand tons in I98O assuming that the percapita consumption 
of tea w i l l rise at the rate of 2*0 kllogrames*^ The Soviet 
demand Is also expected to rise for Indian citrus fruits and 
bananas considerably. 
The So^et 0nlon is also increasingly purchasing manufac-
ture goods l ike machine toolst text i le processing machinery 
and electric lamps from the developing countries. 
1. Estimated potential level of imports of tropical food stuffs 
into the CMBA region arround 190O. 
Potential Imports ^timated volume 
Annual net Assumed Total quan- of Imports 
imports in percapita tittes(thou 1961 198? 
(tt^usand tons)level sand tons) At 196I prices 
kilograms (million dollars) 
Rav coffoe# 
Soviet Union 3.5 960 
Eastern Burope 5.0 560 
GMEA region 73.7 1520 57.3 1200 
Ck>aoa beans; 
Omk REGION 60.3 1.5 580 31.^ 300 
Tea Soviet 
Union 9.2 2.0 J+50 
Eastern -Burope 5.9 0.3 ko 
CMSA region 15.1 k90 20.1 650 
Citrus friuts 
<JMSA region 229.2 13.0 5020 750 
Bananas CMSA 
region 25.8 5.0 1930 3.2 250 
-169. 
The imports of cables and vires by the Soviet Union between 
1960-63 increased nearly 11 percent, machinery for light 
industry by 9 percent and electrical machinery by 92 percent. 
Similarly, the Soviet Union is increasing its demand for the 
other manufactured and engineering goods from the developing 
countries. Al l these trends give an impression that there is 
ample scope for the exports of Indian manufactured and the 
engineering goods in the markets of the Soviet Union. 
The consiMption of cotton fabrics is also expected 
to rise in the Soviet Union. Planned per capita eoncumption 
of cot con textiles wi l l increase from 29.8 sq. sseters in 1962 
to 6^.2 sq. meters by 1980.^  The percapita planned consumption 
of knitted garments is expected to rise from 2.9 pieces in 1962 
p 
to 9*6 pieces by 1980. Over the same period the percapita 
consumption of leather footwear should from 2.0 pairs to 3.6 pairs^ 
The trade agreement signed on 7th January 1966 which was 
an extension of the long terms trade payments agreements concluded h 
on 10th June 1963 at Moscow envisages two fold increase in 
India's tr-^de with the Soviet Union by 1970. Now, with the 
four fold expansion in the foreign trade turnover of the USSR 
by 1980, India could have a considerable share and can be able 
to increase her trade turnover with the Soviet Union to more 
Contd. 
Total . , . . . . 16lf.»f 31^0 
1. See U.H. Trade & Development, vol. ?I, part, I , p. 218 
2. Ibid. 
Ibid, 
See India's Trade Agreements, 1968, p. 
-170. 
than double provided she concentrates on tkie development of 
those qualitative goods which are expected to be demanded In 
the Soviet Union at competitive prices-
Hegardlug imports^ the trade agreement signed In 1963 
provided an Increase in Indians Imports from the Soviet Union 
of essential raw materials which enable India to make ful ler 
utilization of her industrial capacity*^ Inports necessary for 
the maintenance of production include newsprint, non-ferrous 
2 
metals, sulphur, tin plates and ammonliM sulphite etc* Imports 
of items such as copper, lead, and aluminium have increased but 
the in^jorts of tin and zinc have declined,^ As the former Items 
are being Imported by India from the Soviet Union at competitive 
prices, i t can reasonably be assumed that India wi l l be able L 
to import a larger quanitlty of these products. 
The l?J5)ort of machinery and capital equipment required 
by India is also expected to continue from the Soviet Union. 
The production of stedl and machinery In the U.S.S.H. has increased 
very substantially and Is expected to Increase further by 198O. 
For instance, the national target for crude steel production 
in the Soviet Union is expected to Increase from 65 million 
tons in 1960(actual) to 250 million tons by 198O. The plan 
target for the production of engineering goods between 1970 and 
1980 is from 9 percent to 18 percent* On these basis India 
1. See India's Trade with East Europe, op, clt| pp. ^- f^-if?. 
2. Ibid. 
Ibid 
Ibldt p, See also Chistl Sumltrn and Prakash Attam, 
Import Possibilities for India Under lUipee Payment Agree-
ments," Foreign Trade Revlew| I . I .F.T. Reprinted in East 
European Trade No 76. July, 09 New Delhi. 
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can oxpeet to have a large share to maintain her Industrial 
development. 
With other East European countries also India has 
developed good trade relations whleh are reflected In the 
rapid growth of her trade turnover with them. The percentage 
share of these countries in India's 6xpa)rts increased from O.M-
in 1955 to 0.8 In 1967. Of this, the share of Caechoslovakla 
ov3r the same period increased from 0.22 percent to 2.^3 percent, 
East Germany from O.OO3 percent to 1.79 percent. The trade 
turnover of the East European countries is expected to increase 
from $ 153^ 7 million in I96O to $ million W 1970 and 
over four fold to $ 622899 million by 1980.^  The probable growth 
of the trade turnover of Czechoslovakia is expected to Increase 
from $ 3,750 million in 1960 to 6,778 million in 1970 and to 
$ 10,860 million by 1980.^ and of East Germany, the est Incites 
are from $ ^361 million in I96O to nearly $ 13955 million by 
1980.^  The cumulative annaal percentage increase of total 
trade turnover Is hlgtest In the case of Bulgaria and l^manla 
where i t Is expected to Increase at the rate of 9 percent between 
1970 and 1980.^ 
The potential Imports of raw coffee in I98O by the Egst 
European countries are expected to Increase by about 560 thou-
sand tons at the assumed per Capita consumption of 5*0 kl logv^s 
1. see U.N. Trade and Development, op, c l t ; p. 202 
2. Ibid. 
3. Ibid. 
K Ibid. 
Ih0 actual net Import of raw coffee by these countries In 196I 
was only 1^ 9,6 thousand tons. Imports of tea are expected to 
Increase by about M) thousand tons in 1980 as against merely 
5.9 thousand tons In 1961. The per capita consumption assumed 
is 0.3 kilogrames. In Bulgaria, the per capita consumption of 
cotton fabrics is expected to go up by 38.0 sq» meters in 1#80 
from merely 1^.8 sq. meters in 1960» Similarly, the per capita 
consumption of knitted garments and other leather footwear in 
Bulgaria Is expected to increase between I96O and I98O from 
h,7 pieces to 12,0 pieces and from 1.5 pairs to ^.3 pairs 
respectively. 
In keeping with the decisions of the ON03?AD 11, the Kast 
European countries have substantially increased their demand for 
engineering and light manufacturing goods from the developing 
countries like India, ^or Instance, these countries purchased 
from India in 196? electrical machinery, apparatus and appliances 
worth Rs. 37*80 lakhs, manufactures of metals Hs. 13^.2 lakhs, 
dyeing, tanning and colouring meterlals amounting to Hs. 26.5 
lakhs. Similarly, they have largely purchased medical and pharma-
ceutical products and machinery other than electlcal from India. 
I t is i!ig)ortant to note that the imports of these products by 
the East European countries from India was almost negligible 
even up to the early sixties. 
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These countries can be relied upon for import of metal 
working machinery, rolled metal and texti le looms, other 
machinery and chemicals etc* A study prepared by EGE on long-
term Trends and Problems of the European Steal Indusjkry in 
1959 estimated that the Soviet Union and Ohe other East European 
countries would produce crude steel between 1972 and 1975 at 
the level of 150 million tons and they would have an export 
suiplus of neseely ^<5 million tons* Czechoslovakia is expected 
•{jiTi 
to increase by production of crude st®©! between 1972-1975 to 
about 13 million tons as against only 6.8 million tons in 
i960. In Pgland also the production of crude steel is expected 
to increase to 13 million tons over the same period as against 
6*7 million tons in i960. The national target for the production 
of crude steel in Poland is million tons by I98O. These 
countries are also expected to have a larger surpuls of engin-
eering goods required by the developing countries. Moreover, 
they have a ssuaed an ample increase in the production of 
equipment between 1970 and 1980 ranging from 9 percent to 
15 percent. 
The perceding analjrsis suggests that the Soviet tJnion 
and the other East European coudries are expected to increase 
their imports from the developing countries from $ 1 billion 
in i960 to nearly % 9 billion to $ 10 bill ion in 198O* They 
would play crucial role in mitigating the foreign exchange 
problems of the developing countries like India and enable 
them to expand their traditional products as well as their 
consumers goods industries^ However, the maximum expansion of 
exports from the developing countries wi l l largely depend upon 
the Importis of goods Ilk© equipment by the developing from 
the last BiTop&m eoitotrles. I t has^  no doubt, been estimated 
by the K3S that the laiporfcs of tropical food stuffs and beverages 
from the developing countries would amount to $ 3 billion in 
I98Q which would beequilant to over 70 percent of the total 
exports from the developing countries in 198O. the cor3?esponding 
Increase for tea In 198O Is 100 percent of the 196O exports 
to a l l detlnations, for coffee 60 percent, for cocoa 57 percent, 
for citrus fruits aor® than 6 percent and for bananas about 
7B percent of the I96O exports. The prospeetlve increase in 
these products wi l l largely depends upon the abi l i ty of the 
developing countries to supply qualitative goods at the 
competitive prices. It also makes i t necessary for the Soviet 
Union and the other Bast European Countries to raise the 
consumption of these products by 1980«at l e a s t t o the level 
prevailing in the advanced laarket economies In 1960# I t is 
interesting to note that the Soviet TwentJ^  Tears prograsime 
envisages a standard of living by 198O, ?$ percent higher 
than the I96O everage in the United States. These trends wi l l 
require adjustment In the plan policies of these countries 
so as to establish conditions ii^lch wi l l increase Ir^orts 
from the developing countries. Moreover, two-way trade flows 
could further be expanded by encouraging the Investment by 
the Soviet tin ion and other EaSt European Countries in the 
developing countries In such as way that the credits given 
- 175 -
for establishing new undertakings or expanding old ones 
vrill genornte products «iilQh wil l be purchased by those 
countries In repayment for tha credits provided for long 
periods. 
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19it9-50 5a88tf 50385 -8i+99 
1950-51 60if17 59^1 - 936 
1 9 5 1 - 5 2 97003 7329U -2J709 
1952-53 70159 57712 -12W 
1953-5^ 6 1 0 2 0 530^ +9 - 7971 
195^ -^55 6563^ 592^3 - 6391 
1955-56 67881+ 59632 - 8252 
1956-57 8M358 eokk^ - 2 3 6 1 1 3 
19^7-58 103^ 493 56110 -^7383 
1958-59 9 O 6 2 9 58083 -325^ 
1 9 5 9 - 6 0 96077 63965 - 3 2 1 1 2 
1 9 6 O - 6 I 113969 66022 -if79^7 
1 9 6 1 - 6 2 1 1 0 7 1 3 67969 
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p r o d u c t i o n a o d a r i s e s , v o l . X p a r t I I 1 9 5 1 - 5 2 t o 
v o l . J C I I I 1 9 6 1 - 6 2 t o 1 9 6 5 - ^ 6 a n d v o l , * J a n - ^ f e r e h , 1 9 6 8 , 
F i g u r e s u p t o t b e e n d o f f f e b r u a r y , 1 9 ^ a r a o n a p r o -
P a r t i b n b a s i s ( i . e . f o r u n d i v i d e d I n d i a ) b u t t h o s e r e l a t J r j j 
t o t h ® ) o r t s o f K a r a c h i a n d C h i t t a i o n g w e r e e x c l u d e d f r o m 
2 s t a n d 1 5 t h A u g u s t t r a s p e Q t i v S l y . a i r m e M a r c h , 1 9 ^ , 
t h e d a t a ms w o r k e d o u t o n a l o s t - p a r t i i o n b a s i s . S e a -
b o r n t r a d e o f K u t c t ^ w a s i n c l u d e d f r o m J u n e , F i g u r e s 
a r e i n c l u s i o n o f s - <1 ) G o a , £teiman a i d D i u f r o m I96O-6I 
onwar^Bl^) Export tr^  p-iTCisl of pt^^lcm® rsnd s-etjl-
p r e c i o u s s t o n e s a n d p o a r l a f r o ® I962-63 <3) I^and b o r n o 
trade with iSopal from 1962-63, 
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0/0 Gharo 6^9 
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903 
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9 5 
3 6 1 
1 7 2 
v ; , 5 
hib 
1 7 5 
5 2 5 
2 7 0 
5 1 > 
X O t s a ISxpOl' tO 
e x p o r t s t o . " . E . u s 
0 / 0 s h a r e 
3 6 7 2 8 6 
6 
2 , 1 
8 6 7 
3 0 
1 1 3 6 59 
5 . 1 
1 2 1 7 
1 1 , 7 
1 1 7 2 
1 9 9 
1 1 3 0 
1 9 5 
1 6 
1053 
163 
1 5 . ^ 
T o t a l E x p o r t s 
E x i J o r t s t o 
0 / 0 s h a r e 
i f 9 9 
K e g l p 
6 6 2 
r f e f i i . t 5 
2 , 7 
7 9 6 Bh9 
1 2 7 
7 7 1 
1 8 . 3 
2 3 . 7 
7 3 3 
1 7 0 
23 
1 3 8 ^ 
1 8 . 8 
T o t a l J x p o r t s 
i ^ x p o r t s t o ;s 
L / O S a r e 
1 9 2 8 
0 . 2 
2 0 5 0 
6 5 0 
1 1 5 6 
i f 
0 . 3 
1 9 5 7 
7 9 I G 9 
1 1 A 
1 6 5 2 
1 1 0 
7 . 6 
1 3 6 
1 0 
1 2 9 ^ 
8 2 
T o t a l e x p o r t s 
l i x p o r t a t o r . ^ E . C e 
0 / 0 s h a r e 
5 3 5 7 
mm 
5 5 1 ^ 5 7 5 ^ 
1 0 
0 . 2 
M 3 2 5 
2 2 
0 . 5 
1^821 
57 
1 . 1 
9*35 
9 1 
1 . 6 
5 0 6 
2 3 2 
k 
5 6 5 
1 0 . 2 
Sources- Ibi<i 
- 222 . 
STATiSrSHT • 10 
B i m r , O F w s £ E u n o p E A i } c o m . r m m u r . t L W i m d . s ^ a ^ n ) i i r . m v i p o w s OF I ? ® I A 
t o 1 9 6 5 - ^ - 6 
Items 
,„ 1 
1959*60 1960-61 1961-62 19^ 2^-63 lOSS-e^ i* 196^-65 
8 ^ 
PetroloiE. u petroieum 
T o t a l l i n . x > r t s • • 
I fSpOFtO f f t > D E«I3.CE • • 
0/0 shc^ pc *• 
ChGsiical Elements 
T o t a l 2 t 2 > o r t s 1 3 3 5 
I m p o r t s i ' l r o c K . E . C s ? 
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1 9 . 1 
2 7 7 3 3 
2 0 , 6 
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2 5 . 0 
332M4. 
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8 9 
16,8 
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6 8 7 
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9 1 
T o t o l I m p o r t s 3 7 3 1 
I m p o r t s f r o T s E » E . C s 0 , 2 
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5 0 0 1 
9 1 
1 . 9 
5 7 2 2 
3 0 6 
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^78 
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1 3 . 6 
8 7 1 3 
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T o t a l I d p o r t s h067 
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0 / 0 s h a r e i c g l . 
1 9 9 
2 . 9 
7239 
9 6 
1*3 
6I4.62 
2 1 8 
3*^ 
7 2 0 5 
259 
3 . 6 
6076 
372 
6 . 1 
7 3 i f 7 
2 7 9 
6 9 9 0 
6 , 2 
P r o f e s s i o n a l S e l e r i t i f i c a n a 
T o t a l I m p o r t s 67iS 1 0 0 9 
I i a p o r t s f r o m E . E » C s i f 9 » o 
0 / 0 s h a r e 0*6 1 . 0 
1 0 9 2 
i M f 
1 3 * 2 
1 3 6 7 
2 1 7 
1 3 3 8 
3 0 0 
1 2 6 9 
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2 2 . 8 
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2 3 . 1 
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cs,q:odity u i b K PAYT'-m 1 9 6 5 - 6 6 t o 1 9 ^ 7 - 8 8 
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C o r o o O l t i e s 1 9 6 5 - 6 6 1 9 6 6 - 6 7 1 9 6 7 - 6 8 0 / 0 v a r i a t i o n 0 / 0 v a r i a t i o n 
i n c o l . ( ^ ) i n G o l , { « i - ) 
o v e r c o l . ^ 
1« C a s h o w r i d e l s 1 2 3 1 1 6 6 2 1 1 1 5 ( 2 5 . 9 ) - 3 2 . 9 
2 # G o f f S Q 1 3 9 6 1 0 8 7 1 0 5 7 ( 5 7 . 9 ) 
3 . T e a 275»+ 2 1 2 9 2 3 0 9 ( 1 2 . 8 ) • 1 6 . 2 
i f . S p i c c s 9 0 3 7 2 6 1 0 0 3 ( 3 6 » e ) + 1 1 . 1 + 3 6 . 2 
5 # 0 1 1 c. ' .Ues 3 0 8 7 2 6 7 2 3 2 9 9 ( 7 2 ^ ^ ' ) + 6 . 9 + 2 3 . 9 
C . T o b a c o o O i r i E i a n u f a e f c u r e d 1 0 ^ 5 3 2 9 5 2 9 ( 1 5 . 8 ) 4 6 0 . 9 
7 » i i i d o G a r s K i n s ra. 9 2 7 1 2 2 0 5 5 7 ( 7 5 . ^ ) - 3 9 . 9 
8 • w o o l s 'a j ' 6 3 7 3 0 9 3 6 8 ( 5 6 » 8 ) • 1 + 2 . 2 - » 1 9 . 2 
9 , J i p t e r a w 7 7 8 2 6 2 ( 9 6 . 3 ) - 3 5 . 3 
l O . c o t t o r j V7' S t © 79 1 5 V 1 7 9 ( 5 3 . 0 ) + 1 2 7 . 2 + 1 6 . 2 
i l . m c a m ^ 6 2 6 7 6 ( ^ f 5 . 0 ) 6 . 5 
1 2 • I r o n OTC 
13 , : : a r . ga r50Q0 o r© 
nm 
h02 
1 0 6 5 
1 7 1 
1 2 7 3 ( 1 7 * 0 ) 
1 3 1 ( 1 1 . 8 ) 
- 6 . 7 
• 6 7 
4 1 9 . 6 
- 2 3 . 3 
c r a s h e d g i s t s 7 1 8 2 I h o ( 2 7 . 1 1 ) 9 7 . 5 7 1 . 8 
r o o i n & l a c 1 7 0 8 2 7 6 ( 1 0 ^ 2 ) - 5 5 . 3 - 7 . 2 
l 6 » V a g o t a b l e o i l s 2 6 9 •WW 1 8 6 W^O) • 3 1 »o mmrn 
t 7 . C h o , o c a 5 GlOLionts & 
e o m p a u n d s 
5 5 1 1 2 ( 1 . 0 1 ) - 9 6 . N . - 8 2 . 1 
l 8 # 3 s : e n f c i c l o i l s & p e r f o m e 
r o a t o r i - I s • 
7 6 7 8 9 7 ( 1 8 » 0 } 4^28 .3 2J4'.0 
1 9 , r o d e c a l & ? h raacGutical 
i r a t c r i a l s 
7 6 . 5 3 ( 1 5 . ^ ) ^ 2 7 3 . 2 + 8 . 2 
2 0 . J y e i n c t r n n i n g J. calouring 2 7 
i n r . t e rials 
hi 1 (O.if) - 9 8 . 7 - 9 7 . 5 
2 1 » P l a o t l e m t c r i a l s 73 -mim 1 0 - 6 2 . 7 
22.ChGnical natorial & P r o f i n e t s M-25 2 5 31 (3!?.6> - 5 7 . 2 + 2 1 ^ . 0 
2 3 • L e a t h e r 1 9 5 1 8 1 5 1 W ( 2 7 . 2 ) 2 ^ 0 . 6 - 2 0 - 2 
2 i f « U u b b e r manufactwrGS 2 6 6 1 1 8 9 3 ( 3 1 . 0 ) - 5 2 - 2 1 . 5 
2 5 # C o i r y a r n 1 0 6 2 5 7 2 2 0 ( 2 8 . 6 ) - 1 7 . ^ . l l f . l } . 
2 6 # i i o o l c n f a b r i c s 90* 1 0 7 55 ( 3 0 . 0 ) - t f 7 . 9 
2 7 . C o t t o n a a n u f a c t u r e s 5 3 6 2 1 5 8 ( 2 . 0 ) - 8 3 . 6 -72.0 
2 8 « J i i f e o D a i i u f a c t u r e c 
v 2 9 , M o t a l m a n u f ' i i C t u r e s 
7 7 50114- 3 2 0 8 ( 1 3 . 7 ) - i f 0 . 2 - 3 6 . 0 
75 ^ 0 2 ( 3 5 . 8 ) . » f 6 . 6 
3 0 « J i a c h i n c r y o t h e r t h ? n 
cl©ctric 
9 1 6 9 93 (11.^) + 1 1 8 . 8 • * 3 5 . 0 
3 1 . 3 l e c f e r i c m c a i n e r y MI-O 8 9 92 (16.^ 1.) + 0 , 7 ^ 3 . 6 
3 2 . C l o t h i n g ^ 2 5 ^ 5 7 5 8 7 ( 6 6 . 6 ) • 3 3 . 0 + 2 8 . t f 
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STAnsr4EKT - 11 (contd) 
1 2 3 h 5 6 
33, Footwears 2h092 >•21 
yotal of above 2km 22118 -16.5 -9.0 
Total of oxTiorts 
reexports 
aM 22728 "•0*6 
I f e t e 8 - i n b r a c k e t s I n d i c a t e i j e r c o n t a g e s i t a r o i r s t h e a l l I n d i a 
e x p o r t s o f t b e r e s p e c t i v e i t e a s , 
S o i i r c o s - T h e E c o n o m i e s T i m e v o l V I J I N o . 2 1 7 JDecomlK^r 1 2 , 1 9 6 8 P , 7 
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STATtilSEHT - t2 
Ii:PI/i'S riPOHT T '^L'E yiXil EAST K'RO.'EAn COUrfTRIRS (IHaUJlllG U^S.S.B) 
OOfciaODiTy JISK PATTEPil 1965-66 to 1967*08. 
( R s . I a H h s p o s t d v a l u a t i o n 
— Mes j ! 
1 9 6 5 - 6 6 1 9 6 6 - 6 7 1 9 6 7 - 6 8 0 / D v a r i a t i o n 
T 
in eoltC^) 
1 . J l i e r a i c a l e l o r . o n t s & 1 1 6 1 8 6 3 1 1 3 5 { 1 M " , 5 ) • 2 , 3 4-31 #6 
CODpOUKds 
2 . • o r t H i r e r s m r m f a c t i i r o d . 5 3 1 1 3 6 6 ( 1 0 . 2 ) ^ 1 5 7 . 3 
n c d i c a l & P h a n u a c e w t i c a l 2 3 3 3 2 e 2 7 3 < 1 5 . 6 ) ^ 1 7 . 1 - 1 6 . 9 
p r o d u c t s 
128 ( 7 . 5 ) C l i e D i c a l m a t e r i 1 ^ 9 3 1 2 1 
PTOC^liCtS 
I r o n £t s t e e l 2 7 6 2 2 1 5 7 ( 2 0 . 3 ) - 3 8 . 1 - 2 1 . 9 
6 . 2 2 3 7 2 226 { 1 5 . S ) - 1 9 , 9 - 3 9 . 2 
7 . ! l ' „ c h l i i o r y o t h e r t h a n 116024- 8 3 8 6 8 6 1 5 ( 2 5 . 6 ) » 2 . 7 
c I c e t r i e r-C • . i l c c t r i c a l I l a p i i i n e r y 1 8 6 7 1 0 8 0 9 1 5 ( 1 0 , 9 ) - 1 5 . 0 
a p p a r a t u s <i 
^ 5 9 9. I ' r - n s p o r t 6 8 5 696 (9 .01) * 0 . 1 
C o p p e r 19 1 1 1 2 8 (0.8) - 7 8 . 7 
1 1 , i T o f s s s i o n a l s c i e n t i f i c 5c6 
c o n t r o l l i n g i n s t r u i n e i s t s 
D l T f O t o g r a p i i i c a n d p o t i c a l 
521 ( 2 ^ . 7 ) ^ - 1 0 . 3 4 9 . 1 
g o o d s e t c . 
1 2 . L t y e i n g t a n k i n g & c o l o u -
r i F i g m a t e r i a l s 
- 69 6 9 59 ( 7 . 6 ) .11+.9 - 1 8 . 9 
1 3 . I S x p l o s i v e u p y r o t o c h i n c 1 l 8 9 6 3 0 ( 5 b . 6 ) - 6 8 . 7 
p r o d u c t s 
• E l a s t i c : 4 - t e r i a l s » 
a r t i f i c i a l r e s i m 
57 6 9 1 2 8 ( 9 . 7 1 ) + 1 2 5 . 6 • 0 6 . 9 
P a p e r , D p e r b o a r d & 
»*00 ( 2 2 . 7 ) m j r . u f a c t u r c s 5 0 0 6 9 1 - 1 9 . 7 
1 6 , M a n u f a c t u r e s o f r e c t a l 3 9 2 hOZ 2 1 1 ( 1 5 . 0 ) - ' + 0 . 2 - ^ 7 . 5 
1 7 . •^ etrolGura products 1C17 1 1 0 2 ' • 9 9 { 6 , 7 1 ) - 7 2 . 5 - 5 7 . 1 
1 8 . .'.Taoat ••••a* 7 2 6 3 3 1 ( 0 . 9 ) mm 
1 9 . F u l p U a i s t o i x i p e i ' 22k 1 9 1 - 8 1 . 7 - 7 8 . 5 
20. A s b e s t a s c r u ^ e , w a s h e d 1 2 6 1 3 0 1 i + 3 ( 2 0 . l f ) 1 3 A + 1 0 . 0 
Oct. 
6 ( 1 . 0 ) - 9 6 . 1 * 2 1 . iJSSL&m 123 1 6 6 h.9 
2 2 1 i^oGcial 'i'ranssctions not 
r a i a s s i f i e d a c c o r d i n g 
t o k i n d 
9 9 2 3 ^ 0 1 1 3 5 ( 2 ^ . 9 ) +10»i -6,5 
V j o t a l o f above 2 3 9 9 1 2 2 0 0 7 1 9 0 3 3 1 - 2 0 . 7 - 1 3 . 5 
1 1 ( 1 1 M 
G r i n T o t a l o f i t n p o r t s 2^^687 2 3 1 8 9 2 0 . 3 0 1 ( 1 0 . 3 ) . 1 7 . 8 - 1 2 . 5 
V. 
N o t e J - A g u r c s i n b i a c k e t s i n a i c a t © p e r c e n t a g e s h a r e i n t h o a l l I n d i a 
i K p o r i s o f t h e r e s p e c t i v e i t e i s s . 
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COnPOSITIOIS II®IA»S Mi\JOH IMPORTS !TiOH RUPa/.' PAltSriTi 
ABBA GOUKTEISS | 1953-5^ to t967-68 
UomKoaitJies 
1 
1959-60 1960-6t 
2 ^ it— 
t 9 6 l » 6 2 196P.-.63 1 9 6 3 » 6 i * 
'' 6 7 ' 8 J l 
65-66 
9, 
66. 
Total Import G 215 ^31 B762 
'^Gtppxeuro tt oer^ ro^ eu 
Total Imports fmm • • « 32 
• • • s ' 1 
• * « u $21 
« « » 15 ao 
Poland • • • • • 
Csechoelovahia »• • • • • h 
EloKonts & 
frois E.SCs 
Ru«ar»ia 
Bulgaria 
Csechoalovakia 
Germany East 
7 
0#001 » » 
• « 
3 
0 * 2 > 
i'ot ai lODOi'ts 
fro© 
U.S.S.B. 
Mm^TiXn 
Po3ana 
Bulgaria 
1 3 9 
5 0 • • 
• • 
13 
2 3 
2 0 ? 
29 
3B 
2 6 
r^fcerlals. 
3 ^ 
3 2 3 
0.2 
9 
• • 
2 
3 
10 
16 
1 
T o t r l I m p o r t s 3 2 0 
f r o m K.E.CG 
U . ^ . S . R , , • • 
Huiig«|f3r 6 
C z e c h o s l o v a k i a 0 # 7 7 
j p o l a n d * * 
'i'otel Imports 
froiB BI,E»C#a 
U . S . S . R . 
B a s t Q o r m a n y 
" t i 0 g « y y 
P o l a n d 
• • 
• « 
• • 
• • 
• * 
T o t a l I c r p o r t s 0 . 0 6 
fpoK S,EiGs 
P o l a r s d , . 
C s o c i i o s l o v a k i a 0 . 0 ( 
Mm • • 
132 
53 
7 9 * • 
• • 
• • 
• • 
1 7 
21 
8 
165 
105 
60 • • 
« • 
110 
^ 
28 
5 
331 
r 
27 
59 
53 
6 3 
3 
10 
16 
2 2 
62 
1 7 
21 
12 
7 
2 3 9 
130 
1 0 2 
128 
1 
10 
<8 
1 1 0 1 3 
' / 
6 5 * • 
6 
5 3 2 
7 1 
102 
5 7 
7 1 
8 
I B 
10 
81 
20 
12 
20 
21 
M06 
2»+9 
1 3 1 • • 
11 
13 
7 • • 
6 
12926 
892 
723 . 
1 1 8 
7 
521 
9 7 
3 9 
9 2 
9* 
2 
6 
13 
13 
1 1 2 
hi 
25 
1 9 
18 
2 1 . 
122 
3 0 
8 
'3 
Ifegl, 
5 
1^ 4-386 
6M.8 
14.97 
9 t 
5 
^4.62 
h? 
6 9 
5 0 
96 
hB 
6 
6 
12 
12 
9 9 
hh 
20 
9 
1 7 
1 3 5 
105 
3 
8 
3 • « 
5 
" Q g l * 
15668 2301 
115'i- 1162 
906 776 
ai8 12a 
rcogi, . 
negi, -
7 3 7 m 
57 
1 0 2 
I4.9 
69 
100 
69 
39 
3 1 
63 
111 
^5 69 
3 
1 
h 
h 
lu -e 
53 
9 
20 
337 
3 «» 
328 
25 
6tf 
98if 
550 97 
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PSaCSMTAGE DlSTEIBUriOS OF INDIA'S FOilsJIGH TRADE COUHfRZ WISE 
195^ 1-52 to 1967-68 
Tears S.S.S.E. 
Iraports Saport! 
1}.S«A. tJ«K. W. Germany 
Iif,p©rts Exports Imports Exports Ihpots Exports 
1 9 5 1 - 5 2 0 . 1 0 .9 3 0 . 2 18.1 1 7 . 5 2 5 . 9 3 . 0 1 . 3 
1 9 5 2 . 5 3 0 . 1 26.0 1 2 . 5 20.1 2 1 . i f 2.2 
I 9 5 i » 5 ^ 0 . 1 0.2 1 3 . 0 17.1 2 3 . 5 2 8 . 5 5 . 1 2.2 
1951^ .55 0 . 3 o . i ^ 1 2 . 5 1 5 . 1 2 3 . ^ 3 2 . 0 6 . 2 2.6 
1955-56 0.9 0 . 5 1 3 . 2 m . . 6 2 5 . ^ 27.8 8.9 2 . 5 
1 9 5 6 - 5 7 2 . 0 2.6 15.0 2 5 . 1 3 0 . 1 1 0 . 6 2 . 0 
1 9 5 7 - 5 8 2 . 5 2.9 1 5 . 0 15.8 2 1 . 1 2 7 . 0 1 2 . 1 2 . 7 
1 9 5 8 - 5 9 1 . 8 5 . 2 1 5 . 6 1 6 . 5 1 7 . 1 3 1 . 5 l O . ^ f 2 . 8 
1 9 5 9 - 6 0 1 . 8 K? 2 1 , 7 1 5 . 0 2 0 . 3 2 8 . 0 1 2 . 1 3 . 3 
1 9 6 0 - 6 1 l . i f i f . 5 2 9 . 2 1 6 . 0 1 9 . 3 2 6 . 9 1 0 . 9 3 . 1 
1 9 6 1 - 6 2 1 . 6 2 3 . 0 17.0 1 8 . 1 2 3 . 7 1 1 . 1 3 . 3 
1 9 6 2 - 6 ^ 5 . 2 6 . 6 3 0 . I f 1 6 . 2 1 6 . 3 2 3 - 0 8.8 2 . 6 
1 9 6 3 - 6 ^ ^ 5 . 6 1 0 . 1 3 ^ . 0 1 ^ . 7 2 0 . 6 7 . 7 2 . 5 
1 9 6 ^ - 6 5 5 . 8 1 1 . 5 3 7 . 8 1 8 . 5 1 2 . 8 2 9 . 9 8 . 1 . 2 . 2 
1 9 6 5 - 6 6 5 . 9 1 0 . 5 3 7 . 7 1 8 . 3 1 0 . 7 1 8 . 1 9 . 8 1 . 7 
1 9 6 6 - 6 7 5 . ^ 10.6 3 7 . 6 1 8 . 9 8.0 1 7 . 5 / . 7 2 . 2 
1967-68 5.8 10.1 1 7 . 2 8 . 0 19.1 7 . 2 1 . 8 
AmUGK 
I Plan 0.3 O.lf 19.0 1 6 . 9 2 2 . 0 2 7 . 1 5 . 3 2 . 2 
I I Plan 1.9 h.Q 1 8 . 8 1 5 . 7 2 8 . 7 1 1 . 2 2 . 9 
I I I Plan 5 .2 7 . 7 32.6 1 7 . 3 I J+ .9 2 1 . 3 9 . 1 2 . 5 
SourceI- Ibid. 
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CHAKGKS in t m COMPOSIfXOU OF IfiDIA»S jSXPOHI?S( Percentage of total 
exports 1951-^5 to 1967-68 
leaps Non-traditional items Traditional Items 
1953-5^ 21 79 
1960-61 28 72 
1967-68 38 62 
Jan-Aug, ,68 k2 58 
Jan-Aug, 67 37 63 
Sourcet- Advance Itifaarmation Series j Serial 5 1^/68-69 
0#l#A.(Dopapt!asnt of Industrial DoTelopment) p. 5« 
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